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] ? January 19, 1982
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|Interstate Commerce Commission
12th & Constitution Ave., N.W.
Washington, D.C. 20423

Attention: Mrs. Mildred Lee

i | Re: Recordation No. 6736 and new recordation

' ‘ of sublease between Grand Trunk Western

: ’ Railroad Company and Amway Corporation
and Statement of New Identifying Numbers

|
Dear Mrs. Lee:

Pursuant to your phone call on January 19, I have enclosed
a check No. 557 in the amount of $40 to supplement check No. 554
for $20.00 because the sublease is a prlmary document, requiring
a $50 recordation fee while the Statement is a secondary document. e

Again, I apologize for the incorrect recordation number

| referenced in the original transmittal letter of January 15 and
fask that you change it to reflect the correct number as referenced
iabove.

j |

» Thank you for calling this error to my attention and for
; all your help in rectifying it.

| Sincerely,
: 4

‘ Mary P./Sclawy
| ! Attorney
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CONDITIONAL SALE AGREEMENT
Dated as qf August'l, 1972
between

PULLMAN INCORPORATED
(Pullman-Standard division)

and }

THE BANK OF NEW YORK




P CONDITIONAL SALE AGREEMENT dated as of August 1 1972,
between Pullman Incorporated (Pullman-Standard lelSlon), a
Delaware corporation (hereinafter called the Vendor or
Builder as more particularly set forth ‘in Article 25 hereof), -
and The Bank of New York, a New York corporatlon (herelnafter
called the Vendee) :

1
|

o 'WHEREAS the Bullder agrees to construct, sell and deliver
to the Vendee, and the Vendee agrees to purchase, the railroad
equlpment described in Annex B hereto (herelnafter called the

Equlpment, and :

WHEREAS the Vendee is executlng a lease of the Equipment
as of the date hereof to Grand Trunk Western Railroad Company.
(hereinafter called the Lessee), in substantially the form
annexed hereto as Annex D (herelnafter called the Lease),

iR NOW, THEREFORE, in con51deratlon of the mutual promlses,
covenants and agreements hereinafter set forth the partles

hereto do hereby agree as follows:

N

. ARTICLE 1. INCORPORATION OF MODEL PROVISICNS. ‘Whenever
thls Agreement incorporates herein by reference, in whole or -
in part or as hereby amended, any provision of the document
entltled "Model Conditional Sale Provisions for Non-Guaranteed
Lease Transactions” annexed to this Agreement as Annex C hereto
(herelnafter called the Model CSA Provisions), such provision
of the Model CSA Provisions shall be deemed to be a part of -
this instrument as fully to all intents and purposes as though
such prov1510n had been set forth in full in this Agreement.

- ARTICLE 2. CONSTRUCTION AND SALE.r Article 2 of the Model
CSA Provisions is hereby ‘amended by deleting the words "Depart-
ment of Transportation and Interstate Commerce Commission re-
qulrements and specifications for new equipment" and by insert-
ing in lieu thereof the following: "requirements and standards
for new equipment of the Department of Transportation, the
Interstate Commerce Commission and any other leglslatlve,
,executlve, administrative or judicial body exercising any
power or jurisdiction over the Equlpment“ Article 2 of the
Model CSA Provisions, as so amended, is herein incorporated as
Article 2 hereof.

'

~ ARTICLE 3. INSPECTION AND DELIVERY. Article 3 of the Model
CSA Provisions is herein incorporated as Article 3 hereof.

. ARTICLE 4. PURCHASE PRICE AND PAYMENT. The base price per
unlt of the Equipment is set forth in Annex B. hereto. Such base
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prlce is subject to such 1ncrease or decrease as is agreed to
by the Builder, the Vendee and the Lessee. The term "Purchase
Prlce" as used herein shall mean the base price as so increased
or. decreased If on the Closing Date (as hereinafter defined
1n;thls Artlcle 4) the aggregate Purchase Price would,-but for
the provisions of this sentence, exceed $921,000 (or such higher
amount as .the Vendee may at its option agree to), the Builder
(and any assignee of the Builder) will, upon request of the
Vendee, enter into an agreement excluding from this Agreement
such unit or units of Equipment specified by the Vendee, as will,
after giving effect to such exclusion, reduce such aggregate

Purchase Price to not more than $921,000 (or such hlgher amount
as aforesald) :

The Equipment shall be settled for in one group of units
of the Equipment delivered to and accepted by the Vendee (such
group being hereinafter called the Group). The term "Closing
Date" with respect to the Group shall mean such date (not later
than November 30, 1972, such date being herein ‘called the Cut-
Off Date), occurring not more than ten business days following
presentation by the Builder to the Vendee of the invoice and
Certificate or Certificates of Acceptance for the Equipment,
as shall be fixed by the Builder by written notice delivered to
the Vendee at least five business days prior to the Closing
Date designated therein. . The term "business days" as used herein
means calendar days,. excludlng Saturdays, Sundays and any other
day on which banking institutions in Toronto, Canada, or in
New York, New York, are authorized or obligated to be closed.

! .

. Upon delivery and acceptance of the Equipment, the'Vendee.
hereby acknowledges itself to be indebted to the Vendor in the
amount of, and hereby promises to pay in cash to the Vendor at
such place as the Vendor may designate, . the Purchase Price of
the Equipment, as follows:

E - .(a) On the Closing Date w1th respect to the Group

" an: amount equal to 26.17% of the aggregate Furchase Price
., of the Group plus the amount, g any, by which 73.83% of
, the Purchase Price of the Group exceeds $680,000; and

5 (b) In consecutive quarterly instalments, as herein-

' after provided, an amount (hereinafter called the Condi-
"tional Sale Indebtedness) equal to the aggregate Purchase

. ‘Price of the units of Equipment less the aggregate amount

|
% paid or payable with respect thereto pursuant to subpara—
. graph (a) of thls paragraph

The instalments of the Condltlonal Sale Indebtedness shall
be payable on each March 1, June 1, September 1 and December 1,
commencing March 1, 1978, to and 1nclud1ng December 1, 1987 (or
if any such date is not a business day on the next preceding
business day), each such date being hereinafter called a Payment
Date. The unpaid balance of the Conditional Sale Indebtedness
shall bear interest from the Closing Date in respect of which
such 1ndebtedness was 1ncurred at the rate of 8% per annum

|
|

i
|




and such interest shall be payable to the extent accrued, on
December 1, 1972, and on each March 1, June 1, September 1 and
December 1 thereafter. The principal amount of Conditional
Sale Indebtedness payable on each of the Payment. Dates shall
be'calculated on such basis that the aggregate of the princi-
-pal and interest payable on each of such Payment Dates shall
_be‘substantlally equal and such instalments of principal will
completely amortlze the Condltlonal Sale Indebtedness. .

1
‘l; The Vendee will furnish to the Vendor promptly after the
tlpsrng Date a schedule, in such number of" counterparts as shall
belrequested by the Vendor, showing the respective amounts of
pr1nc1pal and lnterest payable on each Payment Date..'

'l Interest under this Agreement shall ‘be determlned on the
baSlS of a 360-day year of twelve 30-day months.

’1 - The Vendee w1ll pay interest, to the extent legally ‘
enforceable, at the rate of 9% per annum upon all amounts:
rema1n1ng ‘unpaid after the same shall have become .due  and
payable pursuant to the terms hereof or such lesser amount
as|shall be legally enforceable, anythlng hereln to the con=-
trary notw1thstand1ng.

E All payments provrded for in this Agreement shall be made
in such coin or currency of the United States of America as at
the time of payment shall be legal tender for the payment of
publlc and private debts. Except as provided in Article 7
nereof the Vendee shall not have the privilege of prepaylng ‘
any portion. of the Condltlonal Sale Indebtedness prlor to the
date 1t becomes due. . o

] " The partles hereto contemplate (subject to the llmltatlons
set forth in the first paragraph of this Article 4) that the
Vendee will furnish that portion of the Purchase Prlce for the
Equxpment as is required under subparagraph (a) of the third
paragraph of this Article 4 and that an amount equal to the
balance of such Purchase Price shall be paid to the Builder
by lan assignee of the Builder's right, title and interest.
under this Agreement pursuant to an Agreement and Assignment
between the Builder and The Confederation Life Insurance Com-
pany (sucn Agreement and Assignment being hereinafter called
the Assignment and such assignee being herein called the

_ Assignee'orvthe Vendor as indicated in Article 25 hereof).

l It is agreed that the obligation of the Vendee to pay
to\the Vendor any amount required to be paid pursuant to the
third paragraph of this Article 4 with respect to the Equipment
1s*spec1f1cally subject to the filfillment, on or before the -
Closxng Date, of the following conditions (any of which may be
waxved by the Vendee, and payment by the Vendee of the amount
spec1f1ed in subparagraph (a) of the third paragraph of this
Artlcle 4 with respect to the Group shall be conclusive evi-

/ dence that such conditions have been fulfilled or 1rrevocably

walved)
\ .
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in respect of Casualty Occurrences (as herelnafter deflned
in Article 7 hereof) paid for or with respect to the Equip-
ment pursuant to the Lease and (b) any and all payments or"
proceeds received by the Vendee for or with respect to the-
Equlpment as the result of the sale, lease or other dlSpOSl-
tion thereof and after deducting all costs and expenses of
such sale, lease or other disposition and any and all other
pay:pents received by the Vendee or any assignee of the Vendee
under Section 9 of the Lease, and (ii) at any other time
only that portion of the amounts referred to in the fore-
gozng clauses (a) and (b) as are indefeasibly recelved by
the Vendee and as shall equal the portion of ‘the Conditional
Sale Indebtedness (including prepayments thereof required in
respect of Casualty Occurrences) and/or interest thereon due
nd‘payable on, or within three business days after, the date
such amounts received by the Vendee were requlred to be paid
to 1t pursuant to the Lease or as shall equal any other pay-
ments then due and payable under this Agreement; it being
understood that "income and proceeds from the Equlpment" ‘
shall in no event include amounts referred to in the fore-
901ng clauses (a) and (b) which were received by the Vendee
prior to the existence of such an event of default which
exceeded the.:amounts required to discharge that: portion of
the!Condztzonal Sale Indebtedness (including prepayments
thereof required in respect of Casualty Occurrences) and/or

_1nterest thereon due and payable on, or within three business

days after, the date on which amounts with respect thereto
received by the Vendee were required to be paid to it pursuant

to the Lease or which exceeded any other payments due and pay-

able under this Agreement at the time. such amounts were payable

‘under the Lease. It is further specifically understood and

agreed that nothing contained herein limiting the liability

of the Vendee shall derogate from the right of the Vendor to
proceed against the Equipment as provided for her=in for the
full unpaid Purchase Price of the Equipment and interest
thereon and all other payments or obligations heresunder or -
to proceed against the Lessee under the Lease.  Notwithstand- -
ing anything to the contrary contained in Article 16 hereof,
therendor agrees that in the event it shall obtain a judgment
against the Vendee for an amount in excess of the amounts
payable by the Vendee pursuant to the limitations set forth

in thlS paragraph, it will, accordingly, limit its execution
of such judgment to amounts payable pursuant to the limita-
tions set forth in this paragraph and that no judgment

'obtalned against the Vendee shall be filed in any office

where the effect of such filing shall constitute a lien on
any‘property of the Vendee other than the Equipment, the
Lease and the proceeds thereof .

l ARTICLE 5. TITLE TO THE EQUIPMENT. Article 5 of the

Model CSA Provisions 1s hereby amended*by deleting all of the
words contained in the parentheses in the second sentence of
the! first paragraph thereof and by inserting the following in
11eu thereof: "except Temporary Alterations [as defined in
§ 8 of the Lease]" Article 5 of the Model CSA Provisions,
as so amended, is herein incorporated as Article 5 hereof.

1

|
!
|

|




v W"ARTIéLE 6. ' TAXES. Artlcle 6 of the Model QSA Prov1-'
sions 1s hereby 1ncorporated -as Artlcle 6 hereof '

- HARTICLE 7. MAINTENANCE AND REPAIR.,CASUALTY OCCUR—~
REBCES. “The Vendee agrees that, at its own cost and expense,
it Will malntaln and keep each. unit of the Equipment in good
order and repalr,.reasonable wear and ‘tear excepted '
'?‘ In’ the event that any unlt of the Equlpment shall be or
become worn: out, lost, stolen, destroyed, or, in the opinion
of\the Vendee or the Lessee, irreparably damaged, from any
cause whatsoever, or taken or requisitioned by - ‘condemnation
or‘otherwmse (such occurrénces being herein called Casualty
0ccurrences), the Vendee shall promptly after it shall have
determined that such unit has suffered a Casualty Occurrence,
cause the Vendor to be fully informed in regard thereto. On
the next succeeding Payment Date, the Vendee shall pay to the
Vendor a sum equal to the Casualty Value (as hereinafter
deflned in this Article 7) of such unit: sufferlnq a Casualty

' Ocqurrence as of the date of such payment and shall file, or
'cause ‘to be filed, with the Vendor a certificate setting forth

the Casualty Value of such unit., Any money ‘paid to the
Vendor pursuant to this paragraph shall be applied to prepay
the Conditional Sale Indebtedness and the Vendee will promptly
furnlsh the Vendor a revised schedule of payments of principal
and interest thereafter to be made, in such number of counter-
pants as the Vendor may request, ¢alculated as provided in

the fourth paragraph of Article 4 hereof, so that the remaln—‘
1ng payments shall be substantlally equal.__ : :

{ Upon payment by the Vendee to the Vendor. of the Casualty
Value of any unit of the Equipment having suffered a Casualty
Occurrence, absolute right to the possession of, title to,and
property in such unit shall pass to and vest in the Vendee,
without further transfer or action on the part of the Vendor,

except that the Vendor, if requested by the Vendee, will

-execute and deliver to the Vendee, at the expense of the-

Vendee, an appropriate instrument confirming such passage
to the Vendee (or any party designated by the Verdee) of all
the Vendor's rlght, title and interest in such unit, in -
recordable form, in order that the Vendee may make clear upon
thé public records the ‘title of the Vendee (or such party) to
such unit. _ A o _
c , ' :

| The Casualty Value of each unit of the Equipment sufr
fening a Casualty Occurrence shall be deemed to ke that

' poqt;on of the original Purchase Price thereof remaining

unpaid on the date as of Wthh such Casualty Value shall

“.
|




be determlned (w1thout giving effect to any prepayment or
prepayments theretofore made under this Article 7), plus
lnterest accrued thereon but unpaid as of such date. For
the purpose of this paragraph, each payment of the Pur-
chase Price in respect of Equipment made pursuant to Artl-
cle 4 hereof shall be deemed to be a payment on each unit
_of| the Equipment in like proportion as the original Purchase
Price of such unit bears to the aggregate orlglnal Purchase
Prlce of the Equlpment. o

"{‘ ARTICLE 8. ASSIGNMENT OF LEASE. 'The Vendee, concur-
rently with the execution and dellvery of this Agreement,
is assigning to the’ Vendor,’as security for the payment and
performance of all the Vendee's obllgatlons hereunder, all
rlght ‘title and interest of the Vendee in -and to the Lease.
The Vendee. agrees that the "income and proceeds from the
Equlpment" (as defined in Article 4 hereof) received by the
Vendor may be applied by the Vendor to discharge the obllga-
tions of- the Vendee hereunder and the Vendor agrees to pay
to$the Vendee any moneys paid to the Vendor under the Lease
not constltutlng "income and proceeds from the Equlpment"

& ARTICLE 9, REPORTS AND INSPECTIONS. Artche 9. of the-
Model CSA Provisions 18 herein 1ncorporated as Artlcle 9
hereof '

} ARTICLE 10. ' MARKING OF EQUIPMENT. Article 10 of the
Model CSA Provisions 1is hereby amended- by changing the vords
"'Agent, Securlty Owner'" to "tToronto, Canada-->ecur1ty
Owner'" - Article 10 of the Model CSA Provisions, as so
amended, is herein 1ncorporated as Article 10 hereof.
|
¥ ARTICLE 11. COMPLIANCE WITH LAWS AND RULES. Article
11 of the Model CSA Prov1slons is hereln 1ncorpoxated as
Article 11 hereof.
\

ARTICLE 12. POSSESSION AND USE. Article 12 of the :
Model CSA Prov1sxons 1s hereln incorporated as Artlcle 12
hereof. o : v

' ARTICLE 13. PROHIBITION AGAINST LIENS, Article 13 of
the.Model CSA Provisions is hereln 1ncorporated as Article.
13 hereof

"ARTICLE 14. INDEMNITIES AND WARRANTIES. Artlcle 14
of the Model CSA Provisions is herein incorporated as part.
of Article 14 hereof. The agreements of the parties relat- -

1nglto ‘the Bullder s warranty of material and workmanship-
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-and the:Bullder s patent indemnification contained in Items

1 and 2 of Annex A hereto are hereln 1ncorporated as part of
Art;cle 14 hereof ' : : ,

« ARTICLE 15. .ASSIGNMENTS. Artlcle 15 of the Model CSA

'-Prov1510ns 1s hereby amended by inserting after the last word

in; the first sentence of the second paragraph thereof the

follow1ng.;,"prov1ded however, that any such a551gnment or

reassignment for such right to receive payments shall include

the right to receive payment of not less than all of the Condi-

tlonal Sale Indebtedness". Article 15 of the Model CSA Provi--

51ons, as o) amended, 1s hereln lncorporated as Artlcle 15 hereof
-

5 ARTICLE 16. DEFAULTS. "Article 16 of the Model CSA Provi-

's10ns is hereby amended by inserting after the word "Default"

in the penultimate sentence of the first paragraph thereof the
words ", subject to the provisions of the last paragraph of
Article 4 hereof". Article 16 of the Model CSA Provisions, as

SO amended, is herein incorporated as Article 16 hereof

f_ ARTICLE 17. ' REMEDIES. - Artlcle 17 of the ‘Model CSA Prov1-.
sions"is hereby amended by deleting the second sentence .and

" the.last sentence of the second paragraph thereof and by ‘insert-
‘ing the following in lieu of said second sentence:- "At the
option of the Vendor, the Vendor may keep the Equlpment on ‘any

of 'the lines or premises of the Lessee until the earlier of (x)

the date the Vendor shall have leased, sold or otherw1se ‘dis-~

posed of the same or (y) the 270th day from the date the Equip-
ment shall have been placed for storage on such lines or pre-~
mlses. For such purpose the Vendee agrees to canse to be furnished,
without charge for rent or storage, the necessary facilities at

any reasonably convenient point or points selected by the Vendor."
Artlcle 17 of the Model CSA Provisions, as so amended, is herein
lncorporated as Article 17 hereof. :

% ARTICLE 18 APPLICABLE STATE LAWS. Article 18 of. the
Model CSA Provisions is herein 1ncorporated as Article 18 hereof.

] .
I

! 'ARTICLE 19. RECORDING. Prior to the delivery and

'aceeptance of any unit of the Equipment, the Vendee will
~cause this Agreement, any assignments hereof by ihe Vendee

and any supplements hereto and thereto, , and prior to the
settlement for such unit, the Vendee will cause any a551qn-
ment hereof by the Builder and any supplement thereto, in
each case (i) to be filed, registered, recorded or deposited
and refiled, re-reglstered, rerecorded or redeposited, with
the Interstate Commerce Commission in. accordance with Section
20¢ of the Interstate Commerce Act, (ii) to be deposited

in ‘the offlce of the Registrar General of Canada (and will-
. \ X

|
|
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cause the requlred notice of such dep031t forthwwth there-
after to be published in The Canada Gazette) in dccordance
with Section 86 of the Railway Act of Canada (1970-RSC) and
(lil) to be filed in the office of the Minister of Financial
and Commerc1a1 Affairs of the Province of Ontario, Canada,
in accordance ‘with Section 3(1) of the Conditional Sales Act
of Ontarlo. The Vendée will, from time to time, do and per-
form any other act and will execute, acknowledge, deliver
and file, register, deposit and record (and will refile,
reregister, rerecord or redeposit whenever required) any

and all further instruments required by law or reasonably
requested by the Vendor for the purpose of proper protection
in ithe United States of America and the. Province of Ontarlo,'
Canada, ‘to -the satisfaction of the Vendor and its counsel,

of its title to the Equlpment and its rights under this

:Agreement or for the purpose of carrying out the intention
of 'this Agreement and any assignment hereof. The Vendee:

will promptly furnish to the Vendor evidences of such fil-
1ng, regrsterlng, depositing or recording and of such pub—
lication of notice of such deposit and an opinion or opin-
1ons of counsel with respect thereto, each satlsiactory to
the Vendor and its counsel. : :

| ARTICLE 20. PAYMENT OF EXPENSES. Article 20 of the
Model CSA Prov181ons ls herein 1ncorporated as Aztlcle 20
hereof. S . :

| ARTICLE 2l1.. ARTICLE HEADINGS: EFFECT AND MODIFICATION
OF AGREEMENT. Article 21 of the Model CSA Provisions is
hereihvincorporated as Article 21 hereof.

: ARTICLE 22. NOTICE. Any notice hereunder to any of the
parties designated below shall be deemed to be properly
served if delivered or mailed to it at its chief place of

busxness at the follow1ng specified addresses._

l

(a) to the Vendee, at 48 Wall Street, New York,
N. Y. 10005, attentlon of Deno’ Bu.Papageorg( ‘

|
|
|
| (b) to the Builder, at 200 South Michigan Avenue,
,  Chicago, Illln01s 60604,

} (c) to any assignee of the Vendor or of the

. Vendee at such address as may have been furnished in

| writing to the Vendee or the Vendor, as the case may be,
1‘_by such assignee,

|
|
|
i
|
|




ortat such ‘other address ‘as may have been furnlshed in- wrlt—
1n? by such person to such other _persons. _
}, ARTICLE 23. IMMUNITIES SATISFACTION OF UNDERTAKINGS.
No! recourse shall be. had in respect of any obligation due
under this Agreement, or referred to. herein, against any
1ncorporator, stockholder, director or offIcer, past, pres-
ent or future, of the Vendee or the Builder'or the Vendor,
whether by virtue of any constitutional prcvision, statute
or rule of law, or by enforcement of any assessment or pen-
alty or- otherwise, all such liability, whether at common °
1aw, in equity, by any: constitutional ‘provision, statute or
otherw1se, of such incorporators, stockholders, directors’
or| officers being forever released as a condition of and as
con51deratlon for the executlon of thls Agreement.

! The obllgatlons of the Vendee under the first paragraph
of iArticle 7, the last paragraph of Article 15 and the
second paragraph of Article 17 and under Articles 6, 9, 10,
11, .13, 14 and 19 hereof are deemed in all. respects satis-
f1ed by the Lessee's undertakings contained in the Lease.
\ The Vendee shall not have any responsibility for the Lessee's
fallure to. perform such obligations, but if the same -shall
not be performed they shall constitute the basis for an
event of default hereunder pursuant to Article 15 hereof. No
waiver or amendment of the Lessee's undertaklngs under the
'Lease shall be effective unless joined in by the Vendor.

i ARTICLE 24. LAW GOVERNING. The terms of this Agree!
ment and all rights and obligations hereunder: shall be gov-
erned by the laws of the State of New York; provided, however,
that the parties shall be entitled to all rights conferred
byiSectlon 20c of the Interstate Commerce Act, the appli-
cable recording laws of Canada and of the Provinves and Ter-
rltorles thereof and such additional rights arising out of
the filing, recording, redistering or depositing hereof and
of:any assignment hereof and out of the marking on the Equlp—
ment as shall be conferred by the laws of the several juris-
dictions in which the Equipment may be located and in which -
thls Agreement or any assignment hereof shall be filed, .
recorded, registered or dep031ted The Vendee warrants that
{‘ '1ts chief place of business is 1n the State of New York.

b ARTICLE 25. DEFINITIONS. Article. 25 of the Model CSA
Prov1szons 1s herein incorporated as Article 25 hereof.

ARTICLE 26. EXECUTION. This Agreement.may be executed

|
|
|
|
1
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1n*any number- of counterparts, each of which so executed
shall be deemed to be an original, and such counterparts
together shall constitute but one and the same contract,
which shall be sufficiently evidenced by any such original,
counterpart. Although this Agreement is dated as of the
} date ‘set forth on the cover hereof for convenience, the
( 'actual date or dates of execution hereof by the parties:

hereto is or are, respectively, the date or dates stated in
the acknowledgments hereto annexed.

' IN WITNESS WHEREOF, the partles hereto have executed
or&caused this instrument to be executed ail as of the date
first above written.

|
!

PULLMAN INCORPORATED
A{Pullman-Standard 4i

[C?rporate Seal)

_ Attest:

THE BANK OF NEW YOR

K
1y Dy é—wﬁ
l _ | . ﬁﬁ{’V1ce Pre51déhté7 7: '

[Corporate Seal] -

P _ =

Secretary
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STATE OF NEW YORK, )
COUNTY OF NEW YORK, )
g - v
o On this Z&fk day of August, 1972, before me personally
appeared Vewrs D a@o? ocyR oy to me pe&zgnally known,
who, being by me duly sworn, says that he i ice Presi-
dent of THE BANK OF NEW YORK, that one of the seals affixed
to' the foregoing instrument is the corporate seal of said
'corporatlon, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of
Directors and he acknowledged that the execution of the fore-

gOLng 1nstrument was the free act and deed of saLd corpora-
tlon. : ,

\
f

L : :
[Notarial Seall .
\ . / “LYNN A. MckAY
. | . ‘ . NOTARY PUBLIC, State of New Yerk
3 . No. 43. ;
) - . ) . ‘Qualified .in 2ityn
| ) Certificate Filed in Ne

Tounty
2w Yark County
Commissicn Expires M‘rch 30, 1973

STATE OF ILLINOIS, )

. : ) ss.:
COUNTY OF COOK, )

|
'

- On this A?Ldaé of August, 1972, before me personally
appeared S7TAVLE RowAN ~ , to be personally known,
who being by me duly sworn, says that he is a Vice President
of PULLMAN INCORPORATED (Pullman-Standard division), that
one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was
signed and sealed on behalf of said corporation by authority

- of its Board of Directors, and he acknowledged that the exe-

cution of the foregoing instrument was the free act and deed

of sald corporation.

\

1 -
[Notar1a1 Seal]

My cOmm1391on expires: /MAuY I'l?71"

Notary Public

|
|
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ANNEX A--PULLMAN

~ The Builder warrants that each unlt of the
Equlpment will be built in accordance with the.
Specxflcatlons and the requlrements, spec1f1catlons
and standards set forth in Article 2 of the Condi-

~ tional Sale Agreement to which this. Annex is attached

(hereinafter called the Agreement) and warrants each

unit of the Equipment to be free from defects in

material or workmanship or design which may develop
under normal use and service, the Builder's Obllga—

‘tion under this paragraph. belng limited to maklng

good any part or parts of any unit of the Equipment
which shall be returned to the Builder with trans-
portation charges prepaid within cne year after the
dellvery of such unit to the Vendee and which the
Builder's examination shall disclose to its satis-
factlon to have ‘been thus defectlve.

THE FOREGOING WARRANTY OF THL BUILDER IS

' EXPRESSLY IN LIEU OF ALL OTHER WARRANTIES, EXPRESSED

OR IMPLIED, AND OF ALL OTHER OBLIGATIONS'OR LIABILI-
TIES ON THE PART OF THE BUILDER, EXCEPT FOR ITS
OBLIGATIONS UNDER ARTICLES 2, 3, 4 AND 15 OF THE.

'AGREEMENT, AND THE BUILDER NEITHER ASSUMES NOR:
- 'AUTHORIZES ANY PERSON TO ASSUME FOR IT ANY OTHER

LIABILITY IN CONNECTION WITH THE CONSTRUCTION AND
DELIVERY OF THE EQUIPMENT EXCEPT. AS AFORESAID.

The Bullder agrees to lndemnlfy, protect and
hold harmless the Vendee from and against any and
all liability, claims, costs, charges and expen-

‘ses, 1nc1ualng royalty payments and counsel

fees, in any manner imposed upon or accruing aqalnst
the Vendee, its assigns or the Lessee because of

the use in or about the construction or operation

of any of the Equipment of any design, system,
process, formula, comblnatlon, article or material
which infringes or is claimed to infringe on any
patent or other rlght, except, in the case of the
Lessee, any and all liability, claims, costs, charges
and expenses, including royalty payments and counsel
fees, in any manner imposed upon or accruing against
the Lessee because of the use in or abcut the con-
struction or operation of any of the Equipment of

-any design, system, process, formula, combination
specified by the Lessee and not developed or pur-
" ported to be developed by the Builder or any article

or material specified by the Lessee anc not manufac-
tured by the Builder. The Builder agrees to and
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hereby does, to the extent legally possible with-

out impairing any claim, right or cause of action
hereinafter referred to, assign, set over and _
deliver to the Lessee every claim, right and cause

of action which the Builder has or hereafter shall

have against the seller or sellexs of any designs, sys-
tems, processes, formulae, combinations, articles or

" materials specified by the Lessee and purchased

or otherwise acquired by the Builder for use in or
about construction or operation of any of the Equip-

‘ment, on the ground that any such design, system,

process, formula, combination, article or material or
operation thereof infringes or is claimed to infringe
on any patent or other right. Such covenants of.
indemnity shall continue in full force and effect
notwithstanding the full payment of all sums due
under this Agreement, the satisfaction and discharge

‘of this Agreement or the termination of this Agree-
“ment in any manner. '
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'Annex C

—————— e et

~ [Form 8/1/72]

MODEL,CONDITIONAL_SALE-PROVISIONS FORv
NON-GUARANTEED LEASE TRANSACTIONS.

| ARTICLE 2. Construction and Sale. ' Pursuant to this
Agreement, the Builder shall construct the Equipment at

its plant set forth in Annex B hereto, and will sell and
dellper'tO'the Vendee, and the Vendee will purchase from

the Bullder and accept delivery of and pay for (as here-
1nafter provxded), the Equipment, each unit of which shall

be constructed in accordance with the specifications referred
to 1n Annex B hereto and in accordance with such modifications
thereof as may be agreed upon in wrltlng between the Builder,
the Vendee and the Lessee (which specifications and modifica-
tlons, if any, are hereinafter called the Specifications).

The. de51gn, quality and component parts of each unit of the
-Equlpment shall conform, on the date of completion of manu-
facture of each thereof, to all Department of Transportation
and. Interstate Commerce Commission requirements and specifica-
tions for new equipment and to all standards recommended by the
Association of American Railroads reasonably interpreted '

as belng applicable to railroad equipment of the character of
such‘unlts of the Equlpment, and each unit of the Equipment
(except to the extent, if any, referred to in Annex A hereto
and/or Artlcle 7 hereof) will be new railroad equlpment.

ARTICLE 3. Inspection and Delivery. The Builder will
deliver the units of the Equipment to the Vendee at the -
place or places within the United States of America spec1f1ed
in Annex B hereto (or if Annex B does not specify a place or:.
placés, at the place or places within the United States of
Amerﬂca designated from time to time by the Vendee), freight
charges, if any, prepald, in accordance with the delivery
schedule set forth in Annex B hereto.

|The Builder's obligation as to time of cdelivery is sub-
ject, however, to delays resulting from causes beyond the
Builder's reasonable control, including but not linited to
acts of God, acts of governments such as embargoes" priori-=
ties land allocatlons, war or war conditions, riot or civil
commqtlon, sabotage, strikes, differences with workmen,
accidents, fire, flood, explosion, damage to plant, equipment
or f5c111t1es, delays in receiving necessary mater:als or

: delays of carriers or subcontractors.

yotw1thstand1ng the preceding provisions of this Article 3,
any Egulpment not delivered, accepted and settled for pursuant
to Article 4 hereof on or before the Cut-Off Date (as defined
therein) shall be excluded herefrom. 1If any Equipment

hall| be excluded from this Agreement pursuant to the imme-
ilate%y preceding sentence, the parties to this Agreement




shall execute an agreement supplemental hereto limlting ,
this Agreement to the Equipment not so excluded herefrom.,

Durlng construction, the Equxpment shall be subject to
lnspectlon and approval by the authorized inspectors of the.
.Vendee (who may be employees of the Lessee) and th2 Builder’
shall grant to such authorized inspectors reasonable access
to its- plant. The Builder agrees to lnspect all materials
Sed1ln the construction of the Equipment in accoridance .
ith the standard quality control practices of the Builder.
Upon completion of each unit or of a number of units of

the Equipment, such unit or units shall be presentezd to an
inspector of the Vvéendece for inspection at the place specified
for delivery of such unit or units, and if‘'each such unit
conforms to the. pec;flcatlons, requirements and standards
applﬂcable thereto, such inspector or an authorized repre-
sentative of the Vendee (who may be an employee of the .
Lessee) shall execute and deliver to the Builder a certif- L
icate of acceptance (hereinafter called the Certificate of-
Acceppance) statlng that such unit or units have been o
inspected and accepted on behalf of the Vendee on the date
bf  such Certificate of Acceptance and are marked in accor-
lance w1th Article 10 hereof ;" p_pv;ded, however, that the
Builder shall not thereby be relieved of its warrantles

set fbrth or referred to in Article 14 hereof.

On delivery of each such unit hereunder at the place
apecxfled for delivery, the Builder shall have no further
'reSponsiblllty for, nor bear any risk of, any damage. to or
the destructlon or loss of such unit; provided, however,
that the Builder shall not thereby be relieved of its war-
rantles set forth or referred to in Article 14 hereof.;_

-The Builder shall have no. nbllqatlon to dellver any unit
o}4 thlpmcnt herecunder at any time while an event of default
DY Pvcnt of Default, as the case mav be, or any event which
vith the lapse of time and/or demand would constitute an event
hE default or Event of Default, shall be subsisting wnder this
\grcomont or the Lease, as the case may be, nor after the oc-
~urrence ot any event specified in clause (c)- of Article 16
hereof or in clause D or E under "Events of Default"- in the :
‘DeaseL whether or not such event is continuing and regard-
less of the occurrence of any assumption or other event
Fpec;fled in any such clause.

ARTICLE 5., Title to the Equipment. The Vendor shall
hd hereby does retain the full security title to and property
N thequulpmont until the Vendee shall have made all its

hyments under this Agreement and shall have kept and per-
brmed| all its agreements herein contained, notwithstanding
Ny prov151on of this Agreement limiting the liability of
he Vendee and noththstandlng the delivery of the Equip-
bnt to and the possession and use thereof by the Vendee

_ —sfrremerh o




and the Lessee as provided 1n thls Agreement., Any and all
addltions to the Equlpment (except, in the case of any unit

of the Equipment which is a locomotive, communications,

81gnal and automatic control equipment or devices having

a simllar use which have been added to such unit by the Lessee,
the cost of which is not included in the: Purchase Price of such
unit and which are not requzred for the operation or use of
such unit by the Interstate Commerce Commission, the Department
of Transportation or any other applicable requlatory body)., and
any and all-parts installed on and additions and replacements
made! to any unit of the Equipment shall constitute accessions
to the Equipment and shall be subject to all the terms and
conditions of this Agreement and 1nc1uded in the term "Equip-
'mentr as used in this Agreement.

|Except as otherwise specxflcally provided in Article 7
hereof, when and only when the Vendor shall iHave been paid
the full indebtedness in respect of the Purchase Price of
the Fqulpment together with interest and all other payments
as hereln provided, and all the Vendee's obllgatlons herein
contained shall have been performed, absolute right to the
possession of, _tltle to and property in the Equipment shall
pass[to and vest in the Vendee without further transfer or
action on the part of the Vendor. However, ‘the Vendor, if so
requested by the Vendee at that tlme, will (a) execute a bill
or bllls of sale for the Equlpment transferring its title
thereto and property therein to the Vendee, or upon its order,
free of all liens, security interests and other encumbrances
created or retained hereby and deliver such bill or bills of
sale| to the Vendee at its address referred to in: ‘Article 22
hereof and (b) execute and deliver at the same place, for fil-
ing, recording or depositing in all necessary public offices,
such! instrument or instruments in wrltlng as may be necessary
or approprlate in order then to make clear upon the public
records the title of the Vendee to the Equipment. The Vendee
hereby waives and releases any and all rights, existing or
that | ‘may be acquired, in or to the payment of any penalty,
forfelt or damages for failure to execute and deliver such
blll\or bills of sale or instrument or instruments or to file
any certificate of payment in compliance with ahy law or statute
requiring the filing of the same, except for failure to execute
and dellver such bill or bills of sale or instrument or instru-
ments or to file such certificate within a reasonable time
after written demand by the Vendee.

ARTICLE 6. Taxes. All payments to be made by the Vendee
hereunder will be free of expense to the Vendor for collection
or other charges and will be free of expense to the Vendor
with respect to the amount of any local, state, federal or
forelgn taxes (other than net income taxes, gross recelpts
taxes [except gross receipts taxes in the nature of or in
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‘lieu of sales, use or rental taxes], franchise taxes measured_
by net income based upon such receipts, excess profits taxes
and 'similar ‘taxes) or license fees, assessments, charges,
fineés or penalties (all such expenses, taxes, license fees,
assessments, charges, fines and penalties be;ng ‘hereinafter
called impositions) hereafter lev;ed or imposed upon or in
connectlon with or measured by this Agreement or any sale,
rental, use, payment, shipment, delivery or transfer of

title under tne terms hereof, all of which imp051tlons the
Vendee assumes and agrees to pay on demand in addition to
the'Purchase Price of the Equipment. The Vendee will also .
pay,promptly ‘all impositions which may be imposed upon the '
Equlpment delivered to it or for the use or operation thereof
or upon the earnings arising therefrom or upon the Vendor
solely by reason of its ownership thereof and willi keep at all
tlmes all and every part of the Equipment free and clear of
all impositions which might in any way affect the title of the
Vendor or result in a lien upon any part of the Equipment;
provided, however. that the Vendee shall be under no obliga-
tion to pay any impositions of any kind so long as it is con-

'testhng in good faith and by appropriate legal proceedlngs
_ suchlimpOSLtlons and the nonpayment thereof does rnot, in the

oplnaon of the Vendor, adversely affect the title, property
or rlghts of the Vendor in or to the Equipment or otherwise
under this Agreement. If any impositions shall have been
charged or levied against the Vendor directly and paid by
the Vendor,; the Vendee shall reimburse the Vendor upon pre-.
sentatlon of an invoice therefor, and any amounts so paid
by the Vendor shall be secured by and under this Agreement.
provxded, however, that the Vendee shall not be obllgated to

‘reimburse the Vendor for any impositions so paid unless the -

Vendor shall have been legally liable with respect thereto
(as evxdenced by an opinion of counsel for the Vendor) or
unless the Vendee shall have approved the payment thereof.

}ARTICLE 9. Reports and Inspections. on or before
March 31 in each year, commencing with the calendar year
whlch begins after the expiration of 120 days from the
date‘of this Agreement, the Vendee shall cause to be fur-
nished to the Vendor an accurate statement (a) setting forth
as at the preceding December 31 the amount, description and
numbers of all units of the Equipment that have suffered a
Casuqlty Occurrence during the precedlng calendar year (or
since the date of this Agreement in the case of the first
such[statement) and such other information regarding the .
condltlon and state of repair of the Equipment as the

‘ Vendor -may reasonably request and (b) stating that, in the ;

case\of all Equipment repaired or repalnted during the

i
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period covered by such statement the numbers"and markings i
required by Art;cle 10 hereof have been preserved or replaced.

ARTICLE 1o.] Marking_gf Equrpment. The vendee wrll cause'

*each unit of ‘the Equipment to be kept numbered with its identi-

fying number as set forth in Annex B hereto, or, in the’ case
of Equipment not there llsted, such ident;fying number as . -
shall be set forth in ‘any amendment oOf . supplement hereto extend-
ing’ ‘this Agreement to cover such Equlpment, and’ wzll keep and
mainta;n, plainly, distinctly, permanently and consplcuously
marked on each side of each unit, in letters.not less than one

‘lnch in herght, the name of the Vendor followed by the words

"Agent, Security Owner" or other appropriate words des1gnated
by the Vendor,'w1th appropriate changes thereof and additions
thereto as from time to time may be requlred by law in order to
protect the Vendor's - tltle to and property in the Equlpment -and
its| ‘rights under - this Agreement. The Vendee wxll not permit-
any|such unit to be placed in operation or ‘exercise any control
or dominlon over the same until such name and words shall have
been 'so marked:- on both 81des thereof and will replace or- will
cause to.be replaced promptly any such name- and words which may
be removed, defaced or destroyed. The Vendee will not permit
the'ldentlfylng number of any unit of the Equipment to be
changed except in accordance with a statement of new number

or numbers to.be substituted therefor, which statement pre-

.v1ously shail have been filed with the Vendor and filed,

recorded and deposited by the Vendee in all: public offlces

where this Agreement shall have been flled, recorded and
depoSLted. -

\ Except as provided in the lmmedlately precedzng para-
graph, the Vendee will not allow the name of any person,

‘association or corporation to be placed on any unit-of the -

Equrpment as . a designation that might be interpreted as a g
clalm of ownershlp, provided, however, that the Vendee may
allow the- Equlpment to be lettered with the names or initials
or other insignia customarily used by the lLessee or its
affiliates on railroad equlpment used by them of the same

or aISLmllax type for canvenience of 1dent1£1cation of the

1rxghts of the Lessee or its affiliates to use the Equlpmentu'“”

as - permltted under the Lease.

ARTICLE 11, Compllance with Laws and Rules.' Durlng the

-term of this Agreement, the Vendee will comply, and will cause.

every lessee or user of the Equipment to comply, in all respects'
(including, without limitation, with respect. to: the use, main-

tcnance and operatlon of the Equlpment) w;th all laws of the

) !
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)urxsdlctions in which 1ts or such lessees' operatxons anOlV-
ing the Equlpment may extend, with the 1nterchange rules of the
Assooxatlon of American Railroads and with all lawful rules
of the Department of Transportation, the Interstate Commerce
Commlsslon and any other legislative, executlve,,admlnlstratlve
Fr Jqd1c1al body exercising any power or jurisdiction over the

qulgment, to the extent that such laws and rules affect the
title, operation or use of the Equipment, and in the event that
such!laws or rules require any alteration of any unit of the
Equlpment, or in the event that any equlpment ‘or appllance on
any %uch unit shall be required to be changed or’ replaced, or

in the event .that any additional or other equzpment or appliance
is required to be installed on any such unit in order to comply
with such laws or rules, the Vendee will make such alterations,
~hangbs,.replacements and additions at its own expense; provided,
however, that the Vendee may, in good falth, contest the vaildlty
br application of ‘any such law or rule in any reascnable manner
vhlchLdoes not, in the opinion of the Vendor,. adversely affect
Ehe pfoperty or rlghts of the Vendor under thls Agzeement.

| ARTICLE 12. Possess;on and Use. ' The Vendee, ‘SO long
s it!shall not be in default under this Agreement, shall
e entltled -from and after delivery of the Equipment by the
ullder to the Vendee, to the possession of the Equlpment
nd the use thereof, but only upon and subject to all the
ermsland condltlons of this Agreement.

v\The Vendee may lease the Equlpment to the Lessee as per-

‘ltted by, and for use as provided in, the Lease, but the

\1ghts of the Lessee and its permltted a551gns under. the
ase\shall be subordinated and junior in rank tc the

lghts, and shall be subject to the remedies, of the

endor under: this Agreement; prov1ded however:, that so

Hong as the lessee shall not be in default under the Lease,:

e Lessee shall be entitled to the possessxon and use of -
e Equlpment.

\So long as an event of default Speclfled in Article 16
reoﬁ shall not have occurred and be continuing, the Vendee
alllbe entitled to the possession and use of the Equipment),
d tHe Equipment may be used upon the lines of railroad owned

operated by the Lessee or any affiliate of the Lessee (or.
\'4 other railroad company approved by the Vendor), or upon
ines of railroad over which the Lessee or any such affiliate
hps treckage or other operating rights, or over which railroad
|qulpment of the Lessee or any such affiliate is regularly
ooerated pursuant to contract, and the Equipment may be used.

pon connectlng and other carriers in the usual lnterchange

£




|
|
!
\
\
1
|
?
L

of traffic, but only upon and subject to all the terms and.
cond;tlons of this Agreement, provided, however, that the
Vendee shall not assign or permit the assignment cf any unit
of the Equipment to service involving the regular operation
and malntenance thereof outside the United States of America.
The Yendee may also lease the Equipment to any. other .
company with the prior written consent of the Vendor; provided,
however, that (i) such lease shall provide that the rights
of such lessee are made expressly subordinate to the rights
and remedles of the Vendor under this Agreement (ii) such
lessee shall expressly agree not to .assign or permlt the
a551gnment of any unit of the Equipment to service involving
the regular operation and maintenance thereof outside the
Unlted States of America and (iii) a copy of such lease shall
be. furnlshed to the Vendor. :

\ARTICLE 13. Prohibition Agalnst Liens. The Vendee will
pay or discharge any and all sums claimed by any party from,
through or under the Vendee or its successors or assigns which,
if u'pald, might become a lien, charge, security interest or
other encumbrance upon or with respect to the Equipment, or
any part thereof, or the interest of the Vendor therein, equal
or superlor to the Vendor's title thereto or property therein,
and w1ll promptly discharge any such llen, charge, security
lnterest or other encumbrance which arises, but shall not be
requlred to pay or discharge any such claim so long as the
valldlty thereof shall be contested in good faith and by .
approprlate legal proceedings in any reasonable manner and the
nonpayment thereof does not, in the opinion of the Vendor,
adversely affect the property or rights of the Vendor in or

to the Equipment or otherwise under this Agreement. Any :
amounts paid by the Vendor in discharge of liens, charges or
Fecuqlty interests upon the Equipment shall be secured by

and under thlS Agreement. :

Thls covenant will not be deemed breached by reason of .
lien# for taxes, assessments or governmental charges or levies,
in each case not due and delinquent, or undetermined or inchoate
materialmen' s, mechanics', workmen's, repairmen's or other

ike llens arising in the ordlnary course of business and,

in each case, not dellnquent. : :

l ‘ S
ARTICLE 14. Indemnltles and Warrantles. The Vendee

agrees to 1ndemn1fy, protect and hold harmiless the Vendor

f rom and against all losses, damages, injuries, liabilities,
‘laxms and demands whatsoever, regardless of the cause

.hereof, and expenses in connection therewith, including but not
Llimited to reasonable counsel fees and expenses, penalties and

b
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lnterest, arlslng out of or as the result oF the enterlng into
or ([the performance of this Agreement, the retention by the
_Vendor of title to the Equipment, the ordering, acquisition,
use, operation, condition, purchase, delivery, rejection,
storage or return of any of the Equipment, any accident, in
coqnectlon with the operation, use, condition, possessxon,
.storage or return of any of the Equlpment resulting in damage
to |property or injury or death to any person . during the period
‘when title thereto remains in the Vendor or the transfer of
tlgle to the Equipment by the Vendor pursuant to any of the
_provxs;ons of this Agreement, except however, any losses,x
'damages, lnjurles, liabilities, claims and demands whatso-
ever arising out of any tort, breach of warranty or failure
tolperform any covenant hereunder by the Builder. This
covenant of indemnity shall continue in full force and effect
: notylthstandlng the full payment of the indebtedness in respect
of the Purchase Price of, and the conveyance of security title
to, the Equipment, as prov1ded in Article 5 hereof, or the
termlnatlor of this Agreement in any manner whatqoever. -

The Vendee will bear the responsxblllty for and risk of
-and| shall not be released from its obligations hereunder in
the event of, any damage to or the destruction or loss of any
unlt of or all the Equlpment.-

; ARTICLE 15. Ass;gnments. The Vendee will not (a) except
as provxded in Article 12 hereof, transfer the rlght to posses-
51on of any unit of the Equipment-or (b) sell, assign, transfer
or otherw1se dispose of its rights under this Agreement unless
'such sale,'assxgnment transfer or disposition (i) is made
expressly subject in all respects to the rights and remedies

of the Vendor hereunder and (ii) provides that the Vendee shall
remaxn liable for all the obligations of the Vendee under thlS
Agreement.

All or any of the rights, benefits and advantages of the
Vendor under this Agreement, including the right to receive
the |payments herein provided to be made by tlhe Vendee, may’
be assigned by the Vendor and reassigned by any assignee at
any time or from time to time. No such assignment shall subject
any lassignee to, or relieve the Builder from, any of the obllga-
tloqs of the Builder to construct and deliver the Equipment  in
‘accordance herewith or to respond to its warranties and indem-
nltles contained or referred to in Article 14 hereof, or relieve
the Vendee_of its obligations to the Builder contained or refer-
red [to in Articles 2, 3, 4, 6, 8 and 14 hereof and this Article 15,
or any other obllgatlon which, according to its terms and context,
is. ﬂntended to survive an a551qnment.




_ |Upon any ‘such assxgnment, elther the assignor or the
assignee shall give written notice to the Vendee,. together -
w1th|a coun*erpart or copy of such assignment,. statlng the
_1dent1ty ana post office address of the aSSLgnee,vand such -
aSSLgnee shall, by virtue of such aSSLgnment, acquire all the
‘a551gnor s rlght title and interest in and ‘to the Equlpment
and this Aqreement, or in and to a portion thereof, as the
case\may be, subject only to such reservations as may be con-
talned in such assignment. From and after the receipt by the
Vendee of the notification of any such asszgnment, all payments
thereafter to be made by the Vendee under" this Agreement shall,
to the extent ‘so a531gned be made to the ass;gnee 1n such man-

ner és 1t may dlrect.

The Vendee recognzzes that it is the custom of rallroad
equlpment manufacturers or sellers to assign agreements of this
character and understandsthat the assignment of this Agreement,
or of some of or-all the rights of the Vendor hereunder, is con-
templated. The Vendee expressly represents, for the purpose of
assurance to any person, firm or corporation considering the
acqulsltlon of this Agreement or of ‘all oxr any of the rights

of the Vendor hereunder, and for the purpose of inducing such
acqu151tlon, that in the event of such asszgnment by . the Vendor
as here;nbefore provided, the rights of such-assignee to' the
entire. unpaid 1ndebtedness in respect of the Purchase Price

of. the‘Equlpment or such part thereof as may be assigned,
together with interest thereon, as well as any other rights
hereunder which may be so assigned, shall not be subject to any
defense, setoff, counterclaim or recoupment whatsoever arising
out of any breach of any obligation of the Builder with respect
to the Equipment or the manufacture, construction, delivery or
warranty thereof, or with respect to any indemnity herein con-
tained, nor.subject to any defense, setoff, counterclaim or
recoupment whatsoever arising by reason of any other indebted-
ness”or liability at any time owing to the Vendee by the.
Builder. Any and all such obligations, howsoever arlslng,
shall be and remain enforceable by the Vendee agalnst and

only agalnst the Builder. : o :

In the event of any such assignment or successive assign-
ments by the Vendor of title to the Equipment and of the
Vendor's rights hereunder with respect thereto, the Vendee
ill, whenever requested by the assignee, change the markings
n each side of each unit of the Equipment sc as to indicate
he title of such asslqnee to the Equipment, such markings to
be specified by such assignee, subject to any requirements of
the ﬂaws of the jurisdictions in which the equipment shall be
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doperated. ‘The cost of such markings in the event of an assign-

ment, of not less than all the Equipment at the time covered by
thislAgreement shall be borne by the Vendee and, in the event
of an assignment of less than all such Equzpnent, such cost

fshall be borne by such asszgnee.

: _ o e o
, ARTICLE 16. Defaults. In the event that any one or more
of the follow;ng events of default shall occar and be contxnulng,
to. th. _ , v : _

W (a) The Vendee shall fail to pay in full any sum
payable by the Vendee when payment thereof shall be due
' hereunder (1rrespect1ve of any provisicn of this Agree-

.wment limiting the liability of the Vendee) and such
‘default shall contlnue for 15 days, or

iv;{ R (b) The Vendee shall for more than 30 days after
| the Vendor shall have demanded in writing performance:
|thereof, fail or refuse to comply with any other covenant,
' |agreement, term or provision of this Agreement, or of any
|agreement entered into concurrently herewith relating to
-/ the firancing of the Equlpment, on its part to be kept and
Iperformed or to make prov1s;on satisfactery to the Vendor

g for such compllance, or : . e

b (c) " Any proceeding ehall be commeaced by or agalnst
\the Vendee for any relief which includes, or might result
Iln, any modification of the obligations of the Vendee
‘hereunder under any bankruptcy or insolvency laws, or
;laws relating to the relief of debtors, readjustment of
’lzndebtedness, reorganizations, arrangements, compositions
or extensions, and, unless such proceedings shall have
been dismissed, nullified, stayed or otherwise rendered.
'ineffective (but' then only so long as sach stay shall
- /continue in force or such ineffectiveness shall continue),
.all the obligations of the Vendee under this Agreement
‘shall not have been duly assumed in writing, pursuant to
[a court order or decree, by a trustee cr trustees or -
‘receiver or receivers appointed for the Vendee or for
*xts property in connection with any suck proceedings in
1such manner that such obligations shall have the same
status as oblxgat;ons incurred by such #rustee or trustees
or receiver or receivers, within 30 days: after such appoint-
_ lment, if any, or 60 days after such prcceedings shall have
-’been commenced, whichever shall be earlier; or

P
i
B




‘ (d) . The Vendee shall make or suffer any unauthorized
,assxgnment or transfer of this Agreement or any interest
hereln or -any unauthorized transfer of the right to pos-
se551on of any unit of the Equipment; or

P (e) An Event of Default as deflned Ln the Lease
lshall occur;

thenfat any time after the occurrence of such an event of
_default the Vendor may, upon written notice" to the Vendee

and upon compliance with any legal requirements then in force
pnd applicable to such action by the Vendor, (i) subject to

the rights of the Lessee set forth in Article 12 hereof, cause
the Lease immediately upon such notice to terminate and/or

(1i) declare (hereinafter called a Declaration of Default)

lthe entire unpaid indebtedness in respect of the Purchase Price
bf the Equipment, together with the interest thereon then
pccrued and unpaid, immediately due and payable, without further
ﬁemand, and thereafter the aggregate of the unpaid balance of
such lndebtedness and interest shall bear interest from the
Hate of such Declaration of Default at the rate per annum
specified in Article 4 hereof as being applicable to amounts
remaining unpaid after becoming due and payable, tc the extent
legally enforceable. Upon a Declaration of Default, the Vendor
bhalll be entitled to recover judgment for the entire unpaid
lbalance of the indebtedness in respect of the Purchase Price

bf the Equipment so payable, with interest as aforesaid, and

Lo collect such judgment out of any property of the Vendee
herever situated. The Vendee shall promptly notify the Vendor
f any event which has come to its attention which constitutes,
br with the giving of notice and/or lapse of time would constl—
-ure,‘an event of default under this Agreement.

The Vendor may, at its electlon,walve any such event of
efault and its consequences and rescind and annul any Declara-
ion of Default or notice of termination of the Lease by notice
o the Vendee in writing to that effect, and thereupon the
espective rights of the parties shall be as they would have
een- lf no such event of default had occurred and no Declaration
f Default or notice of termination of the Lease had been made:
r glven. Notwithstanding the provisions of this paragraph,

t 1s»expressly understood and agreed by the Vendee that time
s of the essence of this Agreement and that no such waiver,
xesc1551on or annulment shall extend to or affect any other

r subsequent default or impair any rights or remedies conse-
‘ﬁuent thercon.

{
i
t
I
|
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|
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ARTICLE 17. Remedies. At any tlme durlng the: contznu-

ance of a Declaratxon of Default, the Vendor may, subject to

the rlghts of the Lessee set forth in Article 12 hereof, and upon
such further notice, if any, as may be requlred for compllance
with lany mandatory legal requirements then in force and applica-
ble to the action to be taken by the Vendor, take or cause to

be taken, by its agent or agents, immediate possession of the
Equlpment, ox one or more of the units thereof, without liability
to return to the Vendee any sums theretofore pald and free from
all clalms whatsoever, except as hereinafter in this Article 17
expressly prcvided, and may remove the same from possession and
use of the Vendee, the Lessee or any other person and for such
purpose may enter upon the premises of the Vendee or the Lessee
or any other premlses where the Equipment may he located and

may - use and employ in connection with such removal any supplies,
serv1ces and aids and any available trackage and other facilities
or’ means of the Vendee or the Lessee, with or- w1thout process of
law.r . :

[In case the Vendor shall demand possession of the Equlpment
pursuant to this Agreement and shall designate a reasonable point
or po;nts on the lines or premises of the Lessee for the-
dellvery of the Equipment to the Vendor, the Vendee will (sub-
Ject|to the rights of the Lessée set forth in-Article 12 hereof),
at lts own expense, forthwith and in ‘the usual manner, cause

the Equlpment to be moved to such point or points and: shall
there deliver the Equlpment or cause it to be delivered to.the.
Vendor. At the option of the Vendor, the Vendor may keep the
Fqulpment on any of the lines or premises of the Lessee until
the Vendor shall have leased, sold or otherwise disposed of

the same, and for such purpose the Vendee agrees to cause to

be furnlshed, without charge for rent or storage,; the necessary
faCLIltleS at any point or points selected by the Vendor. Thls
agreement to deliver the Equipment and furnish facilities as
hereinbefore provided is of the essence of the agreement between
the parties, and, upon application to any court of equity having
jurisdiction in the premises, the Vendor shall be entitled to a
decree against the Vendee requlrlng specific performance hereof.
The Vendee hereby expressly waives any and all claims against
the Vendor and its agent or agents for damages of whatever
‘nature in connectlon with any retaking of any unit of the
Equlpment in any reasonable manner. .

At any tlme during the continuance of a Decldratlon of
Default the Vendor (after retaking possession of the Equip-
ment as hereinbefore in this Article 17 provided) may, at its
electlon and upon such notice as is hereinafter set forth,
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‘retaln the Equzpment in satlsfactlon of the entLre indebted-
- ness in respect of. the Purchase Price of the Equipment and

make such dispositon thereof as the Vendor shall deem fit.
Written notice of the Vendor's election to retain the Equip-
ment 'shall be given to the Vendee by telegram or registered
mail, addressed as provided in Article 22 hereof, and to any
other persons to whom the law may require notice, within. 30
ddys after such Declaration of Default. In the event that

the Vendor should elect to retain the Equipment and no. objec-
'tﬂon 'is made thereto within the 30-day perlod described in

‘the second proviso below, all the Vendee's rights in the
Equlpment ‘'shall thereupon terminate and all payments made by
the ‘Vendee may be retained by the Vendor as compensation for
the use of the Equipment; provided, however, that if the
Vendee, before the expiration of the 30-day period described

in the proviso below, should pay or cause to be paid to the
Vendor the total unpaid balance of the indebtedness in respect
of the Purchase Price of the Equipment, together with interest
'thereon accrued and unpald and all other payments due under
this Agreement then in such event absolute right to the

posse531on of, title to and property in the Equipment shall

pass_to and vest in the Vendee; rov;ded, further, that if
the Vendee or any other persons ified under the terms of
this ‘paragraph object in writing to the Vendor within 30
days from the receipt of notice of the Vendor's election

to retain the Equipment, then the Vendor may not so retain
the Equipment, but shall sell, lease or otherwise dispose

of it or continue to hold it pendlng sale, lease or other
d#sp051tlon as hereinafter provided or as may otherwise be
permltted by law. If the Vendor shall have given no notice
to retain as hereinabove prov1ded or notice of intention to
dlspose of the Equipment in any other manner, it shall be
deemed to have elected to sell the Equipment in accordance
'w1th the prov;sxons of this Article 17.

At any time during the continuance of a Declaration of
Default the Vendor, with or without retaking possession
thereof, at its election and upon reasonable notice to the
Vendee and any other persons to whom the law may require
notice of the time and place, may, subject to the rights.
o§ the Lessee set forth in Article 12 hereof, sell the
Equlpment, or one or more of the units thereof, free from
any and all claims of the Vendee or any other party claim-
lng from, through or under the Vendee at law or in equ;ty,
at public or private sale and with or without advertisement
as the Vendor may determine; provided, however, that if, .
'prlor to such sale and prlor to the making of a contract’
for such sale, the Vendee should tender full payment of

i
|
[
|
|
|
|
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o
S

he total unpald balance of the zndebtedness in respect
f the Purchase Price of the Equipment, together with.
nterest thereon accrued and unpaid and all other payments
ue under this Agreement as well as expenses of the Vendor
n retaklng possession of, removxng, storing, holdxng and
reparlng the Equipment for, and otherwise arranglng for,
he sale and the Vendor's. reasonable’ attorneys .fees, then
An such ‘event absolute right to the possession of, title to
‘.nd property in the Equipment. shall pass to -and. vest in the
‘[endee. The proceeds of such sale or other: dlspos1t10n,
Ress the . attorneys fees and any other expenses. incurred by
he Vendor in retakxng possession of, removing, storing,
oldlng, preparing for sale and selllng or otherwise dispos-
g of the Equipment, shall be credited on the amount due
the Vendor under the provxslons of this Aqreement.

|

Any sale hereunder may be held or conducted at New
ork, |[New York, at such time or times as the Vendor may ,
'specify: (unless the Vendor shall specify a different place or
places, in which case the sale shall be held at such place or
,laces as the Vendor may speclfy), in one lot and as an en-

. T T e K—ff—

o3

ing at the place of sale the ‘property to be sold, and in general
n. such manner as the Vendor may determine. The Vendee shall

e . glven written notice of such sale not less than ten days
urlorvthereto, by telegram or registered mail addressed as
Lrovided:in Article 22 hereof. If such sale shall be .a private
|s$ale, |it. shall be subject to. the rights of the Vendee to pur-

_ I¢hase|or provide a purchaser, within ten days after notice

;Wf the proposed sale price, at the same price offered by the

\

\intendlng purchaser or a better prlce. The Vendor may bid
for and become the purchaser of the Equipment, or any unit

! hereof, so offered for sale. In the event that the Vendor
$hall|be the purchaser thereof, it shall not be accountable
|° the Vendee (except to the extent of surplus money received
S herelnafter prov1ded in this Article 17), and in payment

1 of the purchase price therefor the Vendor shall be entitled

o have credited on account thereof all sums due to the
'endoT hereunder.

. Each and every power and remedy hereby qpecxf;cally
siven| to the Vendor shall be in addition to every cther
power and remedy hereby spec1f1cally given cr now cr here-
after existing at law or in equity, and each and every power
and remedy may be exercised from time to time and simul-

\
|
|
|
\
\
|
\
|
r

taneously and as often and in such order as may be deemed
vxped?ent by the Vendor. All such powers and remedies shall

A g L L
| S




15

be cumulative, and the exercise of one shall not be deemed

a waiver of the right to exercise any other or others. No
delay or omission of the Vendor in the exercise of any such
power or remedy and no renewal or extensxon of any payments
due hereunder shall 1mpa1r any such power or remedy or shall
be construed to be a waiver of any default or an acquiescence
therein. Any extension of time for payment hereunder or other
indulgence duly granted to the Vendee or the Lessee shall not
otherwise alter or affect the Vendor's rights or the Vendee's
obligations hereunder. The Vendor's acceptance of any payment

lafter it shall have become due hereunder shall not be deemed

to alter or affect the Vendee's obligations or the Vendor's
rights hereunder with respect to any subsequent payments or
default therein.

'If, after applying all sums of money realized by the
Vendor under the remedies herein provided, there shall remain
any amount due to it under the provisions of this Agreement,
the Vendee shall pay the amount of such deficiency to the
Vendor upon demand, and, if the Vendee shall fail to pay

such deficiency, the Vendor may bring suit therefor and

shall be entitled to recover a judgment therefor against

the Vendee. 1If, after applying as aforesaid all sums
realized by the Vendor, there shall remain a surplus in

‘the possession of the Vendor, such surplus shall be paid

to the Vendee.

"The Vendee will pay all reasonable expenses, including-
attorneys' fees, incurred by the Vendor in enforcing its
remedies under the terms of this Agreement. In the event
that the Vendor shall bring any suit to enforce any of its
rights hereunder and shall be entitled to judgment, then in
such suit the Vendor may recover reasonable expenses, includ-
ing 'reasonable attorneys' fees, and the amount thereof shall
be included in such judgment.

The foregoing provisions of this Article 17 are subject
in all respects to all mandatory legal requirements at the
time in force and applicable thereto.

ARTICLE 18. Applicable State Laws. Any provision of

this Agreement prohibited by any applicable law of any juris-~
diction (which is not overridden by applicable federal law)

shall as to such jurisdiction be ineffective, without modify-

ing the remaining provisions of this Agreement. Where, however,

the conflicting provisions of any such applicable law may be waived,
they are hereby waived by the Vendee to the full extent permitted




LEASE OF RAILROAD EQUIPMENT
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LEASE OF RAILROAD EQUIPMENT dated as of

August 1, 1972, between THE BANK OF‘NEW YORK,
‘a New York corporatlon (hereinafter called
]the Lessor) and GRAND TRUNK WESTERN RAILROAD
_COMPANY, a Michigan corporatlon (herelnafter

v,ceiled the‘Leesee);

WHEREAS, the Lessor has entered into a Conditional
Sale Agreement dated as of August 1, 1972 (hereinafter
called thekcbhditional Sale:Agreement),.with;Pullman Incor;_

porated (Pullman-Standard divisioni (hereinafter.referred~'

to |as the Manufacturer).'Whereiﬁ the ManufactﬁrerﬁégreeS-td'
manufacture, sell and:deliver to the Lessor.the units of
railrdadrequipment described in Schedule A hereto} end o
WHEREAS, the Manufacturer proposes to assign its
interest iﬂ_the Conditional Sale Agreement to_The'Confeder+
ation Life Insurance Company (hereinafter referred to as
the‘Vendor): and | -

| WHEREAS, the Lessee desires to lease all the-units.
of sald railroad equlpment, or such lesser number as are

 delivered and accepted and settled for under the Condltlonal'

Sale Agreement_on or'prior to November 30, 1972 (hereinafter
called the Units), at the rentals and for the terms and upon
the conditions hereinafter provided; and

WHEREAS, Canadian National Railway Company, a cor-




bporationdduly'incorporated under the laws of Canada (herein-
after cailed the‘Guarantor). of Which}the LeSsee is. a N
wholly-owned subsxdlary, has agreed, subject to recelpt
of_the approval of the Governor 1n Coun011, to guarantee to
the.Lessor and the Vendor, as provldedvln a_buaranty Agree-~-

ment dated as of August 1, 1972 (hereinafter called the

Gurranty_AQreement), with the Lessor and the Vendor, the -
due and punctual payment of thefsums payable by, and the
due and punctual performance of all other obllgatlons of,

the Lessee under th1s Lease,

NOW, THEREFORE, 1n con31deratlon of the premlses'
and: of the rentals to be pald and the covenants herelnafter
mentioned to be kept and performed by the Lessee, the Les-
SJrhhereby leases the Units.to the Lessee upon the follow-
ing terns and conditions,nbut, upon_default:of_the;Lesseej
hereunder, subject to all the rights and remedies'of the

Vendor under the Conditional Sale Agreement:

'§ 1. Delivery and Acceptance of Units. The Lese

sor will cause each Unit to be tendered to the Lessee at

the point or points within the United states'of America or

Canada at which, and on the date or dates on which,‘suchv'

Unit is delivered to the Lessor under the chditional Sale

|

Agreement. Upon such tender, the Lessee will cause an

authorized inspector of the Lessee to inspact the same,




B
|

and,if such Unit is found to be in good order_ahd in accordance
with'the specificaticns set forth in the Conditional sale Agree-

I
!

ment (and modifications, if any, previouSly approved by the
 ment land o v !

‘Lessee) , to‘accept'delivery of such Unit_andvWill cause such

|

,inspector or an authorized representative of the Lessee to execute

andfdelivet to the Lessor and to the Maaufacturer a certificate of
acceptahce and delivery (hereinafter calied the Certificate of
Delxvery), wnereupon such Unit shall be deemed to have been
delivered to and accepted by. the Lessee and shall be subject
thereafter'to all the terms and conditions of this Lease. 1In

no ! event shall the Lessee place any Unit in service or otherwxse
l

use any Unit prior to the Lessee's acceptance of dellvery of such

Unit hereunder.

'ﬁ _:. TheeLessee'repreSents and‘Wartants‘that, at the time‘
of{delivery of each Unit to the Lessee, such Unit will not have
been used3by the Lessee and no amortization or.dépreciation wiil
haJe been claimed by the Lessee with respect thezeto.

\

o s 2. Rentals.. The Lessee agrees to pay to the
o
|

Lessor as rental for each Unlt subject to this Lease 61 con- -

secutlve quarterly payments, payable on the buSLness day
\

next preceding March 1, June 1, September 1 and Cecember 1

A : o . _ S . , A
of Fach year commencing December 1, 1972. The firstaof.such

qua#terly payments shall be in an amount equal-to'.02222%.a
. [ ' : '

of khe Purchase Price (as defined in the Conditional sale
o . : ' . ' : . 5
Agreement) of each Unit subject to this lLease for each day

[
|
i
|
]
!
\
!
|
t
!
|
|
i
!
l
|
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lapsed from and including the date such Unit is settled for

, under the COnditional Sale Agreement to December 1, 1972-
thL next 20 of such payments shall be in'an amount equal
to 1. 4766% of the Purchase Price’ of each Lnit, and the
remaining 40 of such payments shall be in ‘an amount equal
to| 2. 73763% of the Purchase Price of each Unit.

| The Lessor irrevocably instructs the Lessee (and
th% Lesseelhereby agreesi tovmake all the payments provided
r

in this Lease as follows: -

(a)'-tO'the Vendor, at such address as the Vendor

New York funds, amounts equal to that portion of each of

|
\
] } shall furnishito'the Lessee, in immediately'available
|-
| l
N l the 61 quarterly payments, and that portion of any pay-
i ment for Casualty Occurrences made pursuant to § 6
‘herecf, as are necessary to satisfy the obl:gations of
'the_Lessorrunder the Conditional Sale}Agreenent, and
(h) so long as no default under-the Caonditional
Sale Agreement shall’have’occurred and be continuing,
| - to the Lessor, as agent for the Vendor, at 48 Wall
\ \f ' Street New York, N. Y. 10005, attentionbof Deno O.':

\ Papageorge, in immediately available New York funds,

all other amounts’due hereunder.

| This‘Lease‘isva net lease and the Lessee'shall not
5 be cntitled.tcjany abatement of rent, reduction.thereof or g
\ setoff against rent,'including, but not limited to, abate-

|

I
|
!
|
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ment, reductiOns ot_setoffszdue or alleged to be due to,

or| by reaSOh of, any'past, ptesent or future claims of the

Le?see against the Lessor under this Lease or thm Manufac-
turer or the Vendor or otherwise,_nor, except as. otherwise

expresslysprov1ded‘hereini shall this’ Lease,terminate, or

| the respective obligatiohs of the Lessor or the Lessee be

otherwise effected, by reason of any defect in or5damage to
or losslof'possession or'loss-of use of or destruction.of all
ot.any‘of the'Units from whatsoever cause,.the,prohibition‘of

orﬁother restriction agaihst use cfall or any of the Units

by |the Lessee or any other'person, the interference with

such use by any person, the 1nva11dity or |
unenforceability or lack of due authorization of this Lease,
or for any other cause whether similar or dissimwlar to the
foregoing, any present or future law to the contrary notwith-
st%nding,-it being the intention of the parties_hereto_that

the rents and Other_amouhts payeble;by the Lessee hereunder

shall continue to be payabie in all events in theemahner

| v
and at the

st S
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times herein provided unless the obligation to pey the same
shall be terminated pursuant to the express prov151ons of
this Lease. -

8 3. Te_rm of Lease. The term of this Lease as toeach -
Uhnit shall begin on the date of the delivery to and accept-
: ~ance by the Lessee of such Unit and, subject to the provi-
il sions of §§ 6, 9 and 12 hereof, shall terminate on the date
* on which the. final quarterly payment of rent m respect
“thereof is due hereunder.

Noththstandmg anythmg to the contrary contained
herein, all rights and obllgatlons under this Lease and in
and to the Units, upon default by the Lessee hereunde T,

are subordinate, junior in rank and subject to thé rights
of the Vendor under the Conditional Sale Agreement

§4 Identzﬁcatzon Marks The Lessee w111 ‘cause edch
Unit to be kept numbered with the identifying number set
forth in Schedule A hereto and will keep and maintain,
plainly, distinctly, permanently and conspicuousiy' marked
“on each side of such Unit, in letters not less than one 1nch
in height, the following words:

"THE CONFEDERATION LIFE INSURANCE COM--
PANY, TORONTO, CANADA--SECURITY OWNER"

, or other appropriate words. designated by the Lessor, with
: appropriate changes therein and additions thereto as from
~ time to time may be required by law in order to protect the
titie of the Lessor or the Vendor to such Unit and the righrs
of the Lessor under this Lease and of the Vendor under the
‘Conditional Sale Agreement. The Lessee will not place any
such Unit in operation or exercise any control or dominion
over the same until such word or words shall
f have been so marked on both sides thereof and will replace
‘ promptly any such word or words which may

: be removed, defaced or destroyed. The Lessee will not -
change the identifying number of any Unit except in ac-
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cordance with a statement of new identifying numbers to be

substituted therefor, which statement previously shall have

been filed with the Vendor and the Lessor by the Lessee and .
i filed, recorded or deposited in all public offices where this
1 Lease will have been filed, recorded or deposited.
} Except as above provided, the Lessee will not allow the
E ‘name-of any person, association or corporation to be placed
\ on the Units as a designation that might be interpreted as a
1 claiin of ownership; provided, however, that the Lessee may .
\ cause the Units to be lettered with the names. or initials or
other insignia customarily used by the Lessee or. its affiliates
on railroad equipment used by them of the same or a similar
type for convenience of identification of - their rights to use
the UnltS as permitted under this Lease.

§ 5. Taxes All payments to be made by the Lessee
hereunder will be free of expense to the Lessor for collec-
tion or other charges and will be free of expense to the
Lessor with respect to the amount of any local, state, federal
or Canadian (Dominion or Provincial) or Mexican taxes -
(other than any United States federal income tax and,
to the extent that the Lessor receives credit for such taxes.
against its United States federal income tax liability, any
Canadian [ Dominion or Provincial] or Mexican income tax,
payable by the Lessor in consequence of the receipt of pay-
! - ments provided herein and other than the aggregate of all

state or city income taxes or franchise taxes measured by
net income based on such receipts, except any such tax which
" is in substitution for or relieves the Lessee from the pay-
ment of taxes which it would otherwise be obligated to pay
or reimburse as herein provided), assessments, duties or
. license .fees, and any charges, fines or penalties it connec-
tion therewith (all such expenses; taxes, assessments, duties,
license fees, charges, fines and. penalties being hereinafter

* - called 1mposxtlons), now or hereafter levied
or imposed upon or in connection with or
g measured by, this Lease or any sale,
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rental, use, payment, shipment, import, export, dehvery or
; transfer of title under the terms hereof or of the Conditioral
Sale- Ag1 eement, all of which impositions the Lessee as-
‘[ sumes and agrees to pay on. demand in addition to the
: payments to be made by it provided for herein. At the -
'1 option of the Lessor, such payment of 1mposmons by the
il | Lessee shall be made directly to the appropriate taxing
i authority. The Lessee will also pay promptly all imposi-
! tions which may be imposed upon any Unit or for the use
| or operation thereof or upon the earnings arising- therefrom
| or upon the Lessor solely by reason of its ownership.
i thereof and will keep at all times all and every part of such
w Unit free and clear of all impositions which might 'in any
| way affect the title of the Lessor or result in a lien upon
i such Unit; provided, however, that the Lessee shall be under !
\ 1o obhgatlon to pay any impositions so long as it is con-
| testing in good faith and by appropriate legal pr oceedings
1 such impositions and the nonpayment thereof dces not, in
f the opinion of the Lessor, materially adversely affect the
| Lessor. If any impositions shall have been
‘ charged or levied against the Lessor directly
-and paid by the Lessor, the Lessee shall

réeimburse the Lessor on presentaticn of
invoice therefor.

1

l In the event that the Lessor shall become obligated to

| make any payment to the Manufacturer or the Vendor

\ pursuant to Article 6 of the Conditional Sale Agreement

| not covered by the foregoing paragraph of this § 5, the

| Lessee shall pay such additional amounts (which shall also

\ -be deemed impositions hereunder) to the Lessor as will en-

} able the Lessor to fulfill completely its obligations to the
Manufacturer and the Vendor pursuant to said Article 6.

i In the event any reports with respect to impositions are

i

\

|

\

|
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requlred to be made, the Lessee will either make such
reports in such manner as to show the interests of the -
Lessor and the Vendor in such Units or notlfy the Lessor
and the Vendor of such requirement and will make such
reports in such manner as shall be satlsfactory to the Lessor
and the Vendor. '
In the event that during the contmuance of this Lease,
the Lessee becomes liable for the payment or relmbursement
- of any 1mp051t10ns pursuant to this § 5, such liability shall
continue, notwithstanding the expiration of this Lease, until
all such impositions are paid or relmbursed by the Lessee

§ 6. Payment for Casualty Occurrences. 1In the event
: that any Unit shall be or become worn out, lost; stolen, de-
» stroyed 1rreparab1y damaged or damaged beyond 2conomic
‘\ repair from any cause whatsoever or taken or requisitioned
, by condemnation or otherwise (such-occurrences being here-
'\ inafter called Casualty Occurrences) during the term of this
\ Lease, the Lessee shall promptly after it shall have deter- -
E mined that such Unit has suffered a Casualty Occurrence,

\\ fully inform the Lessor and the Vendor in regard thereto.
t\

- On'the next succeeding rental payment date the Lessee shall

pay to the Lessor a sum equal to the Casualty Value, as

hereinafter defined, of such Unit as of the date of such

payment in accordance with the schedule set out below.

Upon the making of such payment by the Lessee in respect
‘ of any Unit, the rental for such Unit shall cease o accrue,
| the term of this Lease as to such Unit shall terminate and (except
‘ E in the case of the loss, theft, taking, requisition

‘ or complete destruction of such Unit) the Lessor shall
\ be entitled to recover possession of such Unit. The
‘ Lessor shall, upon request of the Lessee, after payment
! by the Lessee of a.sum equal to the Casualty Value of
{ any Unit which shall have been lost, stolen, taken,
requisitioned or completely destroyed, execute and

) deliver to or upon the order of the Lessee a bill of
,\ sale (without warranties) for such Unit or for aﬁy Unit
'\ oo abandoned pursuant to § 13 hereof. '

Cdt o
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1 The Casualty Value of each Unit as of any rental pay-
‘, ment ‘date shall be that percentage of the Purchase Price
l : applicable to such Unit set forth in the schedule set out
| below opposite the number of such rental payment date:

Payment Paymen
No.

30 e 79 08850 ‘ 61 ..... 15 .0000
31 ..... 78.1311 e

: . Percentage No. Percentage:
o | 1 ..... 109.0693% 32 ..... 76.3494%
| | 2 ... 106.9314 33 ..... 74.5386
| : 3 ..., 107.7027 34 ..... 72.6982
| | 4 .....108.3447 35 ..... 70.8330
| | 5 ..., 108.8915 36 ..... 68.9495
; | 6 ..... 109.3407 37 ... 67.0437
| | 7 .....109.7377 38 ..... 65.1151
| 8 ..... 110.0182 39 ..... 63.1627
| | 9 .....110.2113 4 ..... 61.1966 [
t f 10 ..... 110.3148 41 ...  59.2110
| | 11 ... 110.3872 42 ..... 57.2052
. | 12 ..... 110.4162 43 ... 55.174%
\ J 13 ..... 105.3188 4 ..... 53.1294
| | 14 ..... 105.2936 45 ..... 51.063€
| ‘ 15 ..... 105.2526 46 ..... 48.9772
| ‘ 16 ..... 105.1792 47 ..... 46.8641
| 17 ..... 105.0813 48 ..... 44.7361 .
- L 18 ..... 104.9589 49 ..... 42.5866
| 4 19 ..... 104.8222 50 ..... 40.4149
| | 20 ... 104.6569 51 ..... 38.2152
| | 21 ... 99.3706 52 ..... 36.0001
| | 2 ... 97.9007 53 ... 33.7623
| : 23 ... - 96.4009 54 ..... 31.6012
! | 24 ..... 94.8662 55 ..... - 29.2105
| i 25 ..... 93.2982 56 ..... 26.9037
| | % ..., 91.6965 57 L 24.5732
| | 27 ... 90.0655 58 ..... 22.2180
| | 28 ... 88.4031 59 ..... 19.8315
} | 29 ..... 81.6103 60 ..... 17.4284
|
| |
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each Unit as of any rental payment date occurring after the

‘expiration of the original term of this Lease shall be the

lesser of 15% of the Purchase Price appliéable to such Unit ‘

| ' or the Fair Market Value of such Unit determined 1n' '

a.ccordance with the provisioris of § 12 hereof.

; , Except as hereinabove in this § 6 provided, the Lessee

shall not be released from its obligations hereunder in the

1 event of, and shall bear the risk of, any Casualty Occurrence

: _ to any Unit after dehvery to and acceptance thereof by th«

\l Lessee: hereunder.

! Although the Lessee shall not be required to mamtam

1. insurance on any Unit, the Lessee agrees that the benefits

- of any insurance maintained by it upon the Units will be

| -~ made available to the Lessor and the Vendor, as their in-

‘\ - terests may appear, to the extent the Lessee is permitted

| to do so under such policies of insurance. Any net insurance

i - proceeds as the result of insurance carried by the Lessee or

l - proceeds of payments from any governmental agency as

! compensation for requisition by condémnation received by -
the Lessor in respect of a Unit suffering a Casualty Occur-
rence shall be deducted from the amounts payable by the
Lessee to the Lessor in respect of Casualty Occurrences

pursuant to this § 6. If the Lessor shall receive any such

| ‘net insurance proceeds or any such condemnation payments

i after the Lessee shall have made payments pursuant to this

| § 6 without deduction for such net insurance proceeds or

1 such condemnation payments, the Lessor shall pay such

1 proceeds to the Lessee up to an amount equal to the
Casualty Value with respect to a Unit paid by the Lessee

and any balance of such proceeds shall remaln the property
of the Lessor. o

| |
1| N . Notw1thstandmg the foregoing, the Casualty Value of
{

§ 7. Annual Reports. On or before March 1 in each .
year commencing with the year 1973, the Lessee will cause
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\

|

|

|

\

|

|

|

a _
| to be furniShed to the Lessor and the Vendor in such num-

\ ‘ ber of counterparts or copies as may reasonably be re-

| quested an accurate statement, as of the preceding December

l 31 , (a) showmg the -amount, description and numbers of the

\ Umts then leased hereunder, the amount, description and

l " numbers of all Units that may have suffered a Casualty
| Occurrence during the preceding 12 months (or since the

| date of this Lease, in the case of the first such statement),

| anid such other information regarding the condition and

| state of repair of the Units as the Lessor or-the Vendor

| may reasonably request and (b) stating that, in the case of

| all Units repainted or repaired during the period covered

\ by such statement, the markings required by § 4 hereof and

] Article 10 of the Conditional Sale Agreement shall have
‘ becn preserved or replaced. The Lessor shall have the

| right at its sole cost and expense, by its authorized. repre-

] sentatives, to mspect the Units and the Lessee’s records

1 with respect thereto, at such times as shall be reasono.bly

. , necessary to confirm to the Lessor the existence and proper
maintenance thereof during the continuance of this Lease.

- § 8. Disclaimer of Warranties; Lessor’s Retresentation
and Warranties; Compliance with Laws and Rules; Main-
tenance; and Indemnification. The Lessor makes no war-
ranty or representation, either express or implied, as to
the design or condition of, or as to the quality of the ma-
terial, equipment or workmanship in, the Units delivered.
,‘ : to the Lessee hereunder, and the Lessor makes no war-
| ranty of merchantability or fitness of the Units for any
particular purpose, it being agreed that all such risks, as
between the Lessor and the Lessee, are to be borne by the
| Lessee; but the Lessor hereby irrevocably appoirts and con-
. stitutes the Lessee its agent and attorney-in-fact during the
’ term of this Lease to assert and enforce from time to time,
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in the name and for the account of the Lessor and/or the
Lessee, as their interests may appear, whatever claims and
rights the Lessor may have, as vendee, under the provisions
of Article 14 of the Conditional Sale Agreement
and Annex A thereto. Lessee’s acceptance of dehvery of:
the Units shall be conclusive evidence as between th= Lessee
and the Lessor that all Units described in the. Certificate
of Delivery are in all the foregoing respects satisfactory
to.the Lessee and the Lessee will not assert any claim of
any. nature whatsoever -against the: Lessor based-on any

-of the foregomg matters.

The Lessor represents and warrants as follows:

(i) At the time of delivery of each Unit under this
Lease, the Lessor shall have such title to such Unit as
is derived from the Manufacturer, unimpaired by any
act or omission of the Lessor which will in any manner
prevent the performance ‘of this Lease in accordance
with its terms and, in addition, such Unit shail be free
and clear of all claims, liens and encumbrances which
may result from claims against the Lessor not arising
out of the ownership thereof which will prevent. the
performance of this Lease in accordance with its terms;
and
(i) So long as the Lessee shall not he in default
under this Lease, the Lessor shall not do (or suffer to
be done by any person claiming through or against the
Lessor and not against the Lessee or any sublessee)
any act which interferes with any and all rights of the
Lessee to peaceably and quietly hold, possess and use
the Units in accordance with the terms of thls Lease

The Lessor covenants that any sale assignment, trans- '
fer, mortgage or other disposition which it may make of
~ this Lease or of any Unit, whether prior or subsequent.to
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,delxvery to the Lessee shall be expressly subJect to the
terms and provisions of this Lease; provided, however, that
this Lease shall be subordinated to the rights of the Vendor
under the Conditional Sale Agreement but neither the
Lessor nor the Vendor shall have the right to terminate
or impair the Lessee’s possession or use of the property
subject to this Lease sa long as the Lessee shall not be in
default under this Lease; and, subject to the foregomg,.
covenants that the Lessor has not done and will not do (or
suffer to be done by any person claiming through or against
the Lessor) any act which interferes with or impairs (x)
the Lessee’s possession and use in accordance with the
terms of this Lease of the Units or (y) the title to the
Units which may be transferred or conveyed to the Lessee :
under the provisions of §§ 6 and 12 of this Lease and that |
any title so conveyed shall then be free of any lien, clalm
or encumbrance of the Vendor.

The Lessor covenants and agrees not to alter, amend cr modify the
Conditional Sale Agreement without the prior written consentof
the Lessee, which consent shall not be unreasonably withheld.

The Lessee agrees, for the benefit of the Lessor and the '
Vendor, to comply in al} respects with all laws of the: juris-

-dictions in which the Units may be operated, with the inter-
change rules of the Association of American Railroads, if
applicable, and with all lawful rules of the Department of
Transportation and the Interstate Commerce Commission
and any other legislative, executive, administrative or judi-
- cial body exercising any power or jurisdiction over the
Units. In the event that such laws or rules require altera-
tion of the Units or in case any equipment or appliance on.
any such Unit shall be required to be changed or replaced,
or in case any additional or other equipment or appliahce is -
required to be installed on such Unit in order to comply
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with such laws, regulations, requirements and rules, the
Lessee agrees to make such alterations, changes, additions
and replacements at its own expense; and the Lesses agrees
at its own expense to use, maintain and operate such Unit

in full comphance with such laws, regulatlons, requirements

and rules so long as it is subject to this Lease; prowded
however, that the Lessee may, in good faith, contest the
validity or application of any such law or rule in any
reasonablée manner which does not, in the opinion of the
Lessor or the Vendor, materially adversely affect the prop-
erty or rights of the Lessor or the Vendor hereunder or

“under the Conditional Sale Agreement. .

The Lessee agrees that, at its own cost and expense, it
will maintain and keep each Unit which is subject to this

- Lease in good order and repalr, reasonable wear and tear

excepted.

Any and all additions to any Unit and any and all parts
installed on or replacements made to any Unit shall be con-
sidered accessions to such Unit (except such as can be
removed without damage to, and without impairing the
originally intended function or use of, such Unit, including
without limitation, racks or partitions [hereinafter called
Temporary Alterations]), and at the cost and expense of
the Lessee, full ownership thereof free of any lien, charge,

- security interest or encumbrance (except for those created

by the Conditional Sale Agreement) shall immediately be
vested in the Lessor and the Vendor as their respective

‘interests appear in the Unit itself. Upon termination of

this Lease, the Lessee will remove the Temporary Altera-
tions from the Units and restore the Units to satisfactory
operating condition and to their original physical condition.
at the time of delivery thereof to the Lessee hereunder,bj

" reasonable wear and tear excepted

The Lessee agrees to indemnify and save harmless the
Lessor and the Vendor against any charge or claim made
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: agamst the Lessor or the Vendor and against any expens‘_,
i ‘loss. or hablllty (including but not limited to counsel fees
and expenses, patent liabilities, penalties and interest)
which the Lessor or the Vendor. may incur.in any manner
| by reason of entering into or the performance of the Cor-
ditional Sale Agreement or this Lease or by reason of the
ownership of any Unit, or which may arise in any manner
| out of or as the result of the ordering, acquisition, use,
|
|
|

operation, condition, purchase, dehvery, rejection, storage

_ or return of any Unit under this Lease. The Lessee further

I agrees to mdemmfy and save harmless the Lessor and the
Vendor against any charge claim, expense, loss or liability
on account of any accident in connection with the operation,
uce, condition, possession or storage of any Unit resulting "

- in damage to property or injury to any person: provided,

| ' howeper that the Lessee shall not be required to mdemmfy :

i the Lessor or the Vendor under this paragraph for negli-

gence on the part of the Lessor or the Vendor unless such

negligence is attributed to the Lessor or the Vendor solely

by reason of their interests in the Units. The indem-.

[ nities arising under this paragraph shall survive payment

- of all other obligations under this Lease or the termination
of this Lease. Anything herein to the contrary notwith-
standing, the Lessee shall not be obligated to indemnify

| under this paragraph in respect of any charge, claim, ex-

: pense, loss or liability attributable to a Unit which, and to

an event occurring after such Unit, shall have beer: returned

to the Lessor pursuant to § 10 or 13 hereof or after this

Lease with respect to such Unit has otherwise terminated;

provided, however, that such charge, claim, expense, loss

or liability does not, arise as a result of mechanical defects

of such Unit which existed at the time such Unit was so re-

turned or this Lease with respect to such Unit terminated.
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The Lessee agrees to prepare and deliver to the Lessor
and the Vendor within a reasonable time prior to the requlred
date of filing (or, to the extent permissible, file on behalf
of the Lessor). any and all reports to be filed by the Lessor
with any féderal, state or other regulatory authority by
reason of the ownership by the Lessor or the Vendor of

~ the Umts or the leasmg thereof to the Lessee

§ 9. Default. 1f during the continuance of this Lease,
one or more of the following events (hereinafter sometimes
called Events of Default) shall occur:

A default shall be made in the payment of any part
of the rental provided in § 2 hereof and such default
‘ shall continue for 10 days; '

B. the Lessee shall make or permlt any unauthor-
1zed assignment or transfer of thls Lease or of posses-
sion of the Units, or any thereof ; :

C. default shall be made 'in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of the Lessee contained herein
and such default shall continue for 25 days after written

- notice from the Lessor specifying the default and de-
manding that the same be remedied;

D. any proceedings shall be commenced by or
~against the Lessee or the Guarantor for any relief under

~ any bankruptcy or insolvency laws, or laws relating to
" the relief of debtors, readjustments of indebtedness, re--
organizations, arrangements, compositions or exten-
~sions (other than a law which does not permit any read-
justment of the obligations of the Lessee hereunder or

- the Guarantor under the Guaranty Agreement) and,
‘unless such proceedings shall have been dismissed, nulli-
fied, stayed or otherwise rendered ineffective (but then
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\
1 _ v only so long as such stay shall continue in force or such
| _ - ineffectiveness shall continue), all the obligations- of
| - the Lessee under this Lease or of the Guarantor under
| the Guaranty Agreement shall not have been duly as-
! sumed in ‘writing, pursuant to a court order or decree,
' by a trustee or trustees or receiver or receivers ap-
! pointed for the Lessee or the Guarantor or for the
property of the Lessee or the Guarantor in connection
with any such proceedings in such manner ‘that such
‘obligations shall have the same status as obligations
incurred by such a trustee or trustees or receiver or
receivers, within 30 days after such appointment, if any,
or 60 days after such proceeding shall have heen com-
menced, whichever shall be earlier; or o

E. a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as- said
Section 77 may be hereafter amended, shall be filed by
or against the Lessee and, unless such petition shall
have been dismissed, nullified, stayed or otherwise rend-
dered ineffective (but then only so long as such stay
shall continue in force or such ineffectiveness shall con-
tinue), all the obligations of the Lessee under this Lease
shall not have been duly assumed in writing, pursuant to
a court order or decree, by a trustee or trustees ap-
pointed in such proceedings in such manner that such

- obligations shall have the same status as obligations in-
curred by such trustee or trustees, within 30 days after
such appointment, if any, or 60 days after such petition
shall have been filed, whichever shall be earlier;

then, in any such case, the Lessor, at its option may:»

| (a) proceed by appropriate court action or actions
~ either at law or in equity, to enforce performance by the
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Lessee of the applicable covenants of this Lease or te
recover damages for the breach thereof; or

(b). by_not1ce in writing to the Less_ee terminate
this Lease, whereupon all rights of the Lessee to the use
of the Units shall absolutely cease and terminate as
though this Lease had never been made, but the Lessee
shall remain liable as hereinafter provided; and there-
upon the Lessor may by its agents enter . upon the
premises of the Lessee or other premises where any.of
the Units may be and take possession of all or any of
the Units and thenceforth hold vnossess
same free from any right of the Lessee, or its successors
or assigns, to use the Units for any purposes whatever;
but the Lessor shall, nevertheless, have a right to recover
from thé Lessee any and all amounts which under
the terms of this Lease may be then due or which may
have accrued to the date of such termination (computing
the rental for any number of days less than a full rental
period by multiplying the rental for such full rental
period by a fraction of which the numerator is such num-

| ‘ber of days and the denominator is the total number of
“days in such full rental period) and also to recover forth-

with from the Lessee (i) as damages for Icss of the
bargain and not as a penalty, a sum, with respect to each
Unit, which represents the excess of (x) the present
value, at the time of such termination, of the entire
unpaid balance of all rentals for such Unit which would
otherwise have accrued hereunder from the date of
such termination to the end of the term of this Lease
as to such Unit over (y) the then present value of
the rentals which the Lessor reasonably estimates to be
obtainable for the use of the Unit during such period,
such present value to be computed in each case on a
basis of a 8% per annum discount, compounded

and endiov the




. semiannualiy,from'thetrespective dateS‘upon‘which}rent-
als wonld have been payable7hereunder}hadvthis Lease
H not been terminated;h(ii) anY'daﬁages.and}eXPenSes;:
| .inoiuding'reasonable;attorneYS"fees; 1n.addition thereto
; ' nhioh'the'Lessor shaii have'sustained‘by reason of the
| _' 'breach of any covenant or covenants of thls Lease other
I than for the payment of rental and (111) an amount which,
{ ~after deductlon of all taxes requlred to be pald by |
the Lessor in reSpect of the receipt thereoE under the _
‘ laws of the United States or any polit1ca1 subdivision
| thereOf,'shalllbe equal to any'portion of the 7% invest~
ment credit (hereinafter'called the Investment Credit)
with respect to the Pnrchase Price of the Units pursuant
to Section 38 and related sections of the Internai Rev-
enue Code of 1954, as amended,:losty_notnclaimed, not
available for claim,jdisallowed or recaptured by or from
_ the Lessor as‘a resnlt of the'breach of on2 or more of
! the representations,}warranties and coyenants made by
} ' the Lessee in § 15 or any other provision of this Lease
or the sale -or other disposmtion of the Lessor S 1nter-
: est in any Unit after the occurrence of an Event of
Default plus such sum as, in the reasonab]e oplnlon of

the Lessor, will cause the Lessor' s net return under
this Lease to be equal to the net return that would have

|
| been available to the_Lessor if it had been entitled
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to utilization of all or such portion of the maximum

depreciation deduction authorized with respect to a

Unit under Section 167 of said Internal Revenue Code
utilizing the “classﬁliveS“ prescribed in accordance
With Section 167(m) of said:Code (hereinafter called
the ADR Deductlon), and the interest deduction (here-
inafter called the Interest Deduction) for all inter-
est accrued on the Cond1t10na1 Sale Indebtedness com-
puted{ih accordance with Section 163:cf-said Code,
which was lost, not clalmed, not available for clalm,
disallowed or recaptured in respect of a Unit as a.
'result of the breach of one or more of the representa-
" tions, Warrantieseand_covenants made by tﬁe Lessee in
t§115 or any other provision of this Lease, the termina-
tion of this Lease, the Lessee's loss‘of the right to
use such Unit, any acticn or inaction by.the Lessor

or the sale or other dlSpOSltlon of the Les'or s 1nter-
est in such Unit after the oCcurrence»of an Event of

Default.

fThearemedies in'this»Lease'provided'ih favor of

the Lessor shall not be deemed exclusive, but shall be cumu-

lative, and shall be in addition to all other remedies in

|

_its favor existing at law or in equitv., The Lessee hereby

waives any mandatory requirements of law, now or hereafter
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in efféCt,'Which-mightzlimit or modifyathe.remedies
herein provided, to the extent th&t”suéh waiierfis per-
mitted by law. The Lessee hereby waives any and,all
éxisting or future claims_to any offset against,;he :
_rentél péyments_dﬁe heréunder,‘and agrees. to make ren-
ftai'payménts regardless ofﬁany.dffset'or'éiaim which
:“may‘be-a3serted by ﬁhe Lessee 6r.6n'its behalf.

.The failure of theﬁLessor to exercise the rights
granted it hereunde: upon the occurrence 6f any of
ltﬁé conﬁingencies set forth herein shall not consti-
tute,a'Wai§er,of any such righﬁ upoh the continuation _ 
or recurrencezbf any suéh contingencies or similar

contingencies.

5'10. ‘Return of Units Upon Default. If this Lease

shall terminate pursuant to § 9 hereof, the Lessee shall

forthwith deliver possession of the Units to the Léssor.

For the pur-
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posé of delivering possession of any Unit or Units to' the

~ Lessor as above required, the Lessee shall at its own cost,
expense and risk: - ' o '
A. forthwith place such Units upon such storage

tracks of the Lessee as the Lessor reasonably may desig-
nate, ' '

B. permit the Lessor to store such Units on such -
tracks at the risk of the Lessee until the earlier of the
date all such Units have been sold, leased or otherwise

~disposed of by the Lessor and the 270th day from the
date the Lessee shall have placed the Units on such stor-
‘age tracks, and

C. transport the same to any place on the lines of
railroad operated by it or any of its affiliates or to any
connecting carrier for shipment, all as directed by the
Lessor. '

The assembling, delivery, storage and transporting of the
Units as hereinbefore provided shall be at the expense and
risk of the Lessee and are of the essence of this Lease, and
upon application to any court of equity having jurisdiction
in the premises the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Units. During any storage period, the Lessee
will permit the Lessor or any person designated by it,
including the authorized representative or representatives
of any prospective purchaser of any such Unit to inspect
the same; provided, however, that the Lessee shall not be
‘liable, except in the case of negligence of the Lessee or
of its employees or agents, for any injury to, or the death
of, any person exercising, either on behalf of the Lessor
or any prospective purchaser, the rights of inspection
granted under this sentence.
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Without in any way limiting the obligation of the Lessee
under the foregoing provisions of this § 10, the Lessee here-
by irrevocably appoints the Lessor as its agent and attor-
ney, with full power.and authority, at any time while the
Lessee is obligated to deliver possession of any Unit to the
Lessor, to demand and take possession of such Unit in the

~ name and on behalf of the Lessee from whomsoever shall be
at the time in possession of such Unit. :

§ 11. Assignment; Possession and Use. This Lease
shall be assignable in whole or in part by the Lessor with-
out the consent of the Lessee, but the Lessee shall be under
no obllgatlon to any assignee of the Lessor,except upor. -
written notice of such assignment from the Lessor. All the
rights of the Lessor hereunder shall inure to the benefit of
the Lessor’s assigns. =~ '

So long as the Lessee shall not be in default under this
‘Lease, the Lessee shall be entitled to the possession and use
of the Units in accordance with the terms of this Lease, but,
without the prior written consent of the Lessor, the Lessee
shall not assign or transfer its leasehold interest under this
Lease in the Units or any of them (except to the extent that
the provisions of any mortgage now or hereafter created
on any of the lines of railroad of the Lessee may subject
the Lessee’s leasehold interest to the lien thereof). In addi-
tion, the Lessee, at its own expense, will promptly cause to
be duly discharged any lien, charge, security interest or
other ‘encumbrance (other than an encumbrance resulting
from claims against the Lessor or the Vendor not related
to the ownership of the Units or to the extent that the prc-

~ visions of any mortgage now or hereafter created on any of
the lines of railroad of the Lessee may subject the Lessee’s
leasehold interest to the lien thereof) which may at any time
be imposed on or with respect to any Unit including any
accession thereto or the interests of the Lessor, the Vendcr
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or the Lessee therem ‘The Lessee shall not, w1thout the
prior written consent of the Lessor part with the posses-
sion or control of, or suffer or allow to pass out of its pos-
session or control, any of the Units, except to the extent
per nutted by the prov1s1ons of the 1mmed1ately succeedmg
paragraph ‘hereof. -
"~ So long as the Lessee shall not be in default under this
Lease, the Lessee shall be entitled to the possession of the
Units and to the use thereof by it or the Guarantor or any
affiliated or subsidiary corporation thereof upon the lines of
railroad owned or operated by the Lessee or the Guarantor
or any affiliated or subsidiary corporation thereof or upon
lines of railroad over which the Lessee or the Guarantor
.or any affiliated or subsidiary COrporation thereof has track-
age or other operating rights or over which railroad equip-
ment of the Lessee or the Guarantor or any affiliated or
subsidiary corporation thereof is regularly operated pursu-
ant to contract, and also to permit the use of the Urits uporn
‘other railroads in the usual interchange of traffic (if such
interchange is customary at the time), but only upon and
subject to all the terms and conditions of this Lease and the Conditional Sale
Agreement (including, but not limited to, Article 12 therenf ).
, Nothing in this § 11 shall be deemed to restrict the rxghi
of the Lessee (i) to assign or transfer its leasehold interes:
under this. Lease in the Units or possession of the Units to
any corporation incorporated under the laws of any state
of the United States of America or the District of Columbia
‘(which shall have duly assumed the obligations of the
Lessee hereunder) into or with which the Lessee shall have
become merged or consolidated or which shall have acquired
the property of the Lessee as an entirety or substantially
as an entirety or (ii) to sublease any Unit to such 3ub-
sidiary or affiliated corporations of the Lessee or the Guar-
antor as are at the time such sublease is executed domestic
railroad corporations incorporated under the laws of any
state of the United States of America or the District of
Columbia; provided, however, that the rights of such sub-
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lessee are made expressly subordinate to the rights and
remedies of the Vendor under the Conditional Sale Agree-
ment and the Lessor under this Lease. No such sublease

shall relieve the Lessee of any liability or obhgat1on here-

under which shall be and remain that of a prmupal and

not a surety
Notwlthstanding anything to the contrary contained

herexn, the Lessee agrees that it will not make or per-

mit any use of any Unit which shall result in such Unit
fa;lzng to constitute "Section 38 property” within the
meanzng of Section 48a of the Internal ‘Revenue Code of -
1954, as amended, any successor section thereto or any
regulations promulgated by the Internal Revenue ‘Service

thereunder .

§ 12. Purchase and Renewal- Oj)tzons Prowded that
this Lease has not been earlier terminated and the Lessee is
not in default hereunder, the Lessee may, by written notice:
delivered to the Lessor not less than six months prior to
the expiration of (a) the original term or the first renewal
term of this Lease elect.to extend the term of this T.ease

in respect to all, but not fewer than all, Units then cov-
ered by this Lease, for a five year period commencing on the

scheduled explratlon of the original term or such renewal
term of this Lease, at a rental payable in 20 quarterly

- payments, in an amount equal to the "Fair Market Rental" of

such Units as of the end of such term or (b) to purchase all
but not fewer than all Units then covered by this Lease at
the end of the original term or either renewal term of this
Lease for a purchase price equal to the "Fair Market Value"
of such Units as of the end of such term.

Fair Market Value or Fair Market Rental shall be de-
termined on the basis of, and shall be equal in amount to, -
‘the value or rental which would obtain in an arm’s-length
transaction between an informed and willing buyer-user or
lessee, as the case may be (other than (i) a lessee currently
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. in possession or (ii) a used equipment dealer) and an in-
formed and ‘willing seller or lessor, as the case may be,
under no compulsion to sell or lease and, in such determina- -
tion, costs of removal from the location of current use shall
not be a deduction from such value. ’

'If on or before four months prlor to the expxratton of the original term
or any renewal term ‘hereof, the Lessor and the Lessee are un-
able to agree upon a determlnatlon of the Fair Market Value
or Fair Market Rental, as the case may be, of the relevant

‘ * Units, such value or rental shall be determined in accord-
| ance with the foregoing definitions by a qualified inde-
i pendent Appraiser. The term Appraiser shall mean such
‘ independent appraiser as the Lessor and the Lessee may
- mutually agree upon, or, failing such agreement, a panel of
three independent appraisers, one of whom shall be selected {
- by the Lessor, the second by the Lessee and the third desig-
nated by the first two so selected.. The Appraiser shall be
instructed to make such determination within a period of
30 days following appomtment and shall promptly com-
municate such determination in writing to the Lessor and
the Lessee. The determination so made shall be conclusively
binding upon both the Lessor and the Lessee. The expenses
and fee of the Appraiser shall be borne by the Lessee. In
f the event the Lessee elects to purchase the Units, upon pay-
e _ ‘ment of the purchase price, the Lessor shall upon request
of the Lessee execute and deliver to the Lessee, or to the
] Lessee’s assignee or nominee, a bill of sale (without war-
; rantles) for such Units. :
|
|

§ 13. Return of Units upon Expiration of Term. As

! soon as practicable on or after the expiration of the original

| or any renewal'term of this Lease, the Lessee will (unless
: ' the Units are sold to the Lessee or unless this Lease is

; then being renewed), at its own cost and expense, at the
[ request of the Lessor, deliver posse551on of any
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Umts to the Lessor upon such storage tracks of the Lessee

as the Less0r may reasonably designate and permit the
Lessor to store such 'Units on such tracks for a
exceeding three months and transport the same, at any time
within such three-month period, to any reasonable place .on

the lines of railroad operated by the Lessee or to any con-

necting carrier for shipment, all as directed by the Lessor
upon not less than 30 days’ written notice to the Lessee; the
movement and storage of the Units to be at the expense
and risk of the Lessee. During any such storage period the
Lessee will permit the Lessor or any person designated by it,
1nc1ud1ng the authorized representative or representatives
of any prospective purchaser of any Unit, to inspect the
same; provided, however, that the Lessee shall not be liable,
except-in the case of neglig’ence of the Lessee or of its em-
ployees or agents, for any injury to, or the death of, any
person exercising, either on behalf of the Lessor or any
prospective purchaser, the rights of inspection granted
under this sentence. The assembling, delivery, storage and
transporting of the Units as hereinbefore provided are of
the essence of this Lease, and upon application to any court
of equity having jurisdiction in the premises, the Lessor
shall be entitled to a decree against the Lessee requiring
specific performance of the covenants of the Lessee so to
assemble, deliver, store and transport the Units. If the
Lessor shall elect to abandon any Unit which has suffered
a Casualty Occurrence or if, after the expiration of this
Lease, the Lessor shall elect to abandon to the Lessee any
Unit, it may deliver written notice to such effect to the
Lessee and the Lessee shall thereupon assume and hold the
Lessor harmless from all Hlability arising in respeci of any

of such notice.

veriod not

‘responsibility of ownership thereof, from and after receipt =
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5214. -OEinions of Counsel fo:_the’Lessee.xthe Guar-

antor, the Lessor and the Manufacturer. On the”Closing-'a

Date (as that term is defined in the Conditidhal Sale Agiee-

ment) , asea'cbn&itioh to the obligation of the LeéSd:‘te
continue ﬁhereafter'to lease'the Units to the Lessee hefef
under, the Lessee will deliver to the Lessor and the Vendor
counterparts, addressed to the Lessor and the Vendor, in-
| scope and substance satisfactory to"the'Lessdr and the Ven-
dor and the1r respective. counsel, of.

(i)” the written oplnlon of counsel for the Les-l
see to the effect that._

A. the Lessee is a corporatlon legally incor-
perated and valldly existing, in good standing,v
under the laws of the jurisdiétion of its incor-

| . po:atiqn, with adequete corporate power to enter
| into this Lease; _

B. this Lease hes been dﬁly aﬁtho:ized,
‘ekecuted and delivered by the Lessee and constitutes
a legal and valid agreement binding:upcn the Lessee
1 and enforceable in accordance with its terms;

g | c. this Lease, the assignment of this
!  Lease to the Vendor, the Conditional Sale-Agree;
ment and_the Agreement and Assignmenﬁ'dated es

of August 1, 1972 (hereinafter called the Assign-
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ment) , between'the Manufacturer and.the Veador

have been duly filed and recorded with the Inter-
state Commerce Comm1551on in accordance wlth Section
20c of the Interstate_Commerce Act,aand no other
act, filing, recOrding or deposit (or giving of
notice) in respect of this Lease is necessary in
Order‘to prOteCt the interests hereunder of the
Lessor and the Vendor in and to the Units 1n any
State of the Unlted States of Amer;ca and the.
Dlstrlct of Columbia; -

'D. no approval is required from any publlc

_regulatory body with respect to the entering 1nto

or performance of this Lease,or if any such- approval
is required, it has been- properly obtained;

E. the entering into and perfOrmance of
this Lease will not result in any breach of, or
constitute a default under, any ihdehture, mort—
gage, deed of trust or other agreemeht or instru¥

ment to which the Lessee is a party or by which

it may be bound and

F. no mortgage, deed of trust, or other
lien of any nature whatsoever which now covers or
affects, or which’may hereafter cover or affect,

any property or interests therein of the Lessee
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‘

; | 5n¢¢ attaches'or hereafter will attach to thebUnits

‘ or in’ahy"ﬁannerAaffects or Qilllaffect adversely
the Lessor's or the Vendor’S'right,-tifle and

"1nterest there1n (except to the extent that the

: provrsxons of any mortgage ‘now or hereafter cre- )
ated’ onvany of the lines of ‘railroad of the Lessee

nay subject the Lessee's leasehold interest to

E | the llen thereof); and
(ii)  the wrltten oplnlon of counsel for the Guar-
antor to the effect that. | |
| : - A the Guarantor is a corporatlon legally
’incorporated_and validly existing,'zn good stand¥
ing, under.the.laws,of the'ﬁurisdictionaof,its
incorporation, with adequate corpcrate power to
enter 1nto the Guaranty Agreement, _
B. the Guaranty Agreement has beon duly
o authorized, executed and delivered by the Guar—
antor and constitutes a iegal andIValid agreement
% binding upon the Guarantor.and enforceable in
| accordance with lts terms, | .
C. upon due deposit of this Lease, the assign-
ment of this Lease to the Vendor,_the Conditional

Sale Agreement and the Assignment in

the office of the Registrar General of Canada
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and”upon_the,giﬁing‘of notice of‘suchvdeposit

in:The Canada_Gazette-ih‘aCCofdan¢e Qith Section
86 of the Railway Actbof Canada (1970eRSC)( no
- other,&ct,*filing, rerrding or deposit. (or giv-
- ing of.notice) in tespeCt of this Lease iS’heces-
éary in order to protect the interests hereunder
of the Lessor in and to the Uhits in‘the bominion

of Canada or any Province or Territory thereof;

D. no approval iévrequiréd df-any.govern—
mental ministry or agency 6r?publiC'réthatory
body with respect to the entering into or perfor-
mance of the Guaranty Agreement by the Guarantor,
ror; if;ahy such app:o?al is required,.it~has'been
duly obtained; and

E. the entering into and performance of
the Guaranty Agreement will not result in any
breach of, or constitute a default under, any
indenture, mortgage, deed of trust or,othér |
agreement or instrument to which the Guarantor
is a party or by which it may be bound.

On the Clbsing Date, the Lessof_will'deliver.to

the Vendor, the Lessee and the Guarantor_counte:parts,

addressed to the Vendor, the Lessee and the Guarantor, in
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scope-and-substanCe_satisfactory to the Vendor, thevLeséee

and the Guarantor and their respective counsel:

(i) df»thé'writtén opinion of counsel for the

Lessor, to the effect that: | »” '

! _ A. the Lessor is a cofpdration‘legally ipédf-
porated and validly existing, in good sténding,
unaer‘thé laws of the jufisdiction of its incorpora-
tion, with adequate gorpoiate‘pbWer ﬁo enter intov
the Conditioﬁal sale Agreement, this Lease and the

Assignment hereof to the Vendor; and.

B. the Conditional Sale Agreement, this Lease
and_the assignmént hereof to the Vendor ha&é been
duly authorized, éxecﬁted and delivered by the Les-
sor and constitute legal and valid agreemehts bind-
ing upon the Lessor and enforceable in accordénde
with their terms; and | |
(ii) of the written oéinion_of.COunéél.for the Manu-

facturer to the effect that at the time of delivery

thereof to the Lessor under the Conditional Sale Agree-

ment, each Unit was free from all claims, liens, secur-
ity interests and other encumbrances (other than those

created by the Conditional Sa1e~Agreement_and*the rights

of the Lessee under this Lease).‘




. 34

" In giving the[opiniohs‘speciﬁied in this § 14,

counsel may QQalify any bpinion'to theveffect;that.any
agreementvis'a'légal,aﬁalid and binding inStrumentvénforceable'
inﬁaCcordanée‘with itSnterms'by:a general reference to limitations
as (to enfordeability imposed-by bankruptcy, insolVéncy, reorganiza-

tion, moratorium or other similar laws affecting the enforcement

of |creditors' rights generally.

§ 15. Federal Income Taxes. The-Lessbr, as the
owner 6f each.Unit,-shall be entitled to sﬁéh déduétidns,
credits and other benefits as afe provided by the Interna1 '
Revenue Code of 1954, as amended to the date hereof (herein-
after referred to as the Code), to an owner of property,
including (without limitation): »
(i) the Investment Credit (as defined in § 9 -

hereof) which is or would be available to the Lessor

if it is assumed that to the full extent of the Purchase
- Price of the Units the Units will qualify aé "new section

38 property"” placed in service by the Lessor, having an

"applicable percentage" of lOO%»(all witﬁin the meanihg

of Sections 46(c) and 48(b) of the Code) and will

continue to ccnstitute "gsection 38 property" (within

the meaning of.Sectiqn 48 (a) of‘fhe’Code) at all times
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du;inglthe term of this ﬁoase; »

" (ii) the ADR Deduction'(as'definedvin § 9 hereof)_
which isfor.WOuld be'available'to the'Lessor under |
Section 167 of thé’Code ahd incomo_Tax Regulations o
Section 1.167(a)-(11l) thereunder (as presently in

effect) if it is assumed that the Units will at all

I

i

|

|

|

|

|

|

l

|

|

|

t

|

|

|

|

J

|

|

| S

J times during the term of this Lease constitute

1 - "eligible property" within the meaning of paragraph
i (b)(z) of said Regulation and that the Lesscr will
4 be enﬁitled to%takeoihto.acoouht depréciation
: ‘deductions oomputed on the most favorablé’basis'_
| bpresenﬁly available to the Lessor onder Section 167
i - of the Code and said Regulation (as‘presently in
! effect); and |

l (1ii) the Interest Deduction (as defined in § 9
l hereof) in each‘taxéble year of_the_Lessor for all |
‘ interest accrued during such year oﬁ the Conditional
1 Sale Indebtednoss. .; |

j  The Leosee agréés that neitﬁer it nor‘any

L corporation controlled by it, in control of’it,‘or under

common control with it, directiy or indirectly, wiil_at‘
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any time take any action or file any returns or cther

|
!
\
|
|
|
!
|
\
{
|
} quumen@s»inconsistent with the fofegoing and that it
|| and each of such corporations will file such rétu:ns, téke

: Sth action and'éxecute such dbcuments as may be reasonable.
E anJ nécessary to facilitate accomplishment of the inﬁent

f hereof. |

E | Nothwithétanding'anything to the contrary contained
\ in |§ 11 herebf;:the Lessee represents and ﬁarrants that

5 (i) nohebbf the Units'constitutes'property of which con-

|

struction, reconstruction or erection was begun before

April 1, 1971; (ii) at the time the Lessor becomes the

owner of the Units, the Units will constitute "new section

|

|

|

i 38 property" within the meaning of Section 48(b) of the

| Code and at the time the Lessor becomes the owner of the
} Units, the Units will not haVe»béen used by any personAso
! as 'to preclude "the orginal use of such property" within
| ﬁhe meaning of Sections 48(b) and 167(c)(2)lof_the.éode

| from commencing with the Lessor; (iii) at all timeé

Il during the term of this Lease, each Unit will constitute

"sectioh 38 property” within the meaning of Section 48(a)
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qf the Codé andIWili_be used'by railroad cbmpanies} and
in)'théyiésseé w;ll maintain:édfficiéni réébrdé.tb Qefify
Juch ﬁéé. v | ,.

"If for aﬁy'reaSon (ihcludingvthetiﬁaccuracy'in
law 6: fact of the assumptions Sét forth above or the repeal,
modificatioh, améﬁdmént or‘other'chéhge;of or to anyvlaw

r any regulation issued thereunder or any other reason, -

whether similar or dissimilar to the foregoing (except as

|

a direct result of the occurrence of any Excluded Event

|

set forth below)), the Lessor shall lose or shall not héve,

|

or shall lose the right to claim, or shall suffer a dis-

|

allowance of or shall be required to recapture all or any

|

portion of the,Investment Credit,'the ADR Deduation or the

Interest Deduction (hereinafter each called a Benefit), then

|

the Lessee shall on each rental payment date occurring after

|

Tritten notice to the Lessee by the Lessor thaf any Benefit
has not been claimed or that the Lessor has received from the
nternal Revenue Service a notice of deficiency or other

dvice with respect to the disallowance, inability to claim

O—f———

r recapture of any Benefit, pay to the Lessor an amount which

ill cause the Lessor's net return in respect of the Units

Y

Lnder this Lease to equal the net return that would have
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been avaiiable'iﬁ'thé Leésdr;had‘been entitled to utili-
zation of all or such pbttipn'bf.the Benefit which was not
- claimed or was disalldwed'o:’reQuifed_tb'be':eéapturéd,j
ané the Lessee'sha11'fbrﬁhwith_pay to ﬁhe'LessQr‘the amount
-of |any interest'which~ma§‘be_assessed by the United States
of America égainst the Lessor attributableﬁto the diéallow-
ance,'reCaptﬁre:or loss of all or any porfion'of such Bene-

|

fit; provided, however, that such amount shall not be payable

if |[the Lessor shall have lost, or shall not‘have" or shall

have lost the right'to claim, or shall have suffered a dié-
éllowéncé of or shall have been‘requiréd te reéapture, all
or any portion of any Benefit with fespect:to glk or part
of the Units as a direct result of the.Qccurrence:of any of
the following events (herein called Excluded Events):

:'(i) a Casualty Occﬁfrence, if thé‘Lessee‘shall
have paid to the‘Lessor'thé applicable Casualty Value
pursuant to § 6 hereof} '

(ii) a voluntary transfer or volﬁntary_disposi—
tion by the Lessor of any interest in the Unitsv(other

—.than by the aSSignmentvof this Lease to;tﬁé‘Vendof)‘if
such transfer or disposiéion is made at a time when
no Event of Default shall have occurred and bevconfin-

‘uing;

(iii) the failure of the Lessor to cléim~any Bene-




39

vfitxin its federa1 income'£ax‘return for fhe appropriate
'yeaf;~ﬁn1éss such failuté occurs after5thelLéssor shéil
'haVe»rquested,intwriting £haﬁ'the'LeS§éelfurnish to
_the'Lessorva wriﬁten opinion of independeﬁt’tax’coun-
_sel (reasonably satisfactory to the Lessor) to the.
effect thatfthe Leséor‘has a bona fide claim to such
Benefit and £he~Lessee shall have failed to furnish
such opinion of ‘counsel to the Lessot within 305days
after suChviéquest; | | | |
(iv) the failure of the Lessor to follow proper
 procedure-in'élaiming'any Benefit ‘(but for this purpose
any'procedure aéproved in writing by thé Lessee within
30 days aftef‘writted'hotice from'fhefLéséér‘shall’in
any;event be deemedkavpropérbprocedure); §r
v(v)._the_féilure of the Lessor to have su££i¢ient
liability or tax against which to credit the Invest-

ment Credit or sufficient income to benefit from the

The Lessor agrees that if, in the opinion of its
independent tax counsel (herein referred to as Counsel), a
bona fide claim to all or a portion of the Investment Credit

or ADR Deduction or Interest Deduction on any Unit exists

' in respect of which the Lessee is required to pay increased

|

ADR Deduction and the Interest Deduction as applicable.

rental and interest as aforesaid to the Lessor &s above pro-
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‘vided, the Lessor shall,'upon request and at tﬁe expenSé of

the Lessee, take all such legal or other appropriate action
deemed reasonable by Counsel in order to sustain such claim,
The_LesSdrvmaY'take‘such action prior to making payment of

the amounts claimed pursuant to a notice of disallowance or

|

may make such payment and then sue for a refund. In the

| :

~ latter event, if the final determination shall be‘adverSe

to the Lessor, the Lessee shall pay to the Lessor interest on

the amount of the tax paid attributable to such Investment

.~ Credit or ADR'Deduction or Interest Deduction disallowed,

computed at‘the:rate of BS-per'annum from the date of péy-

"méht_of.suéh tax to the date'theyLéssee‘shall reimburse the

Lessor for such tax in accordance with the provisions of
thEs § 15. The Lessor shall not be obligated tc take any
sﬁch legal-or‘othef appropriate acfion uniess the.Lessee.'
shall first have indemnified the Lessor for ali liabilities
and expenses which may be entailed therein and shall have
furnished the Lessor with such reasonable security therefor
as may be requested.

The Lgsseé‘s agreemént to pay any sums. which may

begome payable pursuant to this § 15 shall survive the expira-

tion or other termination of this Lease.
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§ 16. Mileage Allowance; Subrogation. Provided the
Lessee is not in default heéreunder, the Lessee shall be
entitled to (i) all mileage allowances and other moreys
payable by reason of the use of the Units, and any such
mileage allowances or other moneys received by the Lessor
shall be forthwith remitted to the Lessee, and. (ii) the pro-
ceeds of any claim or right of the Lessor or the Lessee
against third persons for injury, damage or loss with re-
spect to any Unit or-the use or operation thereof, including
settlements pursuant to the rules of the Association of
American Railroads, up to an amount equal to the Casualty
Value of any Unit which shall have suffered a Casualty
Occurrence, paid by the Lessee to the Lessor or the actual
expense of repair of a Unit not suffering a Casualty Occur-
rence paid by the Lessee, as set forth in a certificate of
the Treasurer or Chief Accounting Officer of the Lessee,

and the Lessee shall be subrogated to the extent of the

Lessee’s interest to all the Lessor’s rights of recovery
therefor against any other person, firm or corporation. The

Lessor hereby authorizes the Lessee to make settlement of,




42

Sale Agreement promded however, that there shall be no
obligation upon the Lessee to make the payments or per-
form the obligations aforementioned in this § 17 while or
for so long as the Lessee shall not be in default under this
Lease. The Lessee hereby agrees that its obligations here-
under shall be unconditional (and shall not be subject to
any defense, setoff, counterclaim or recoupment whatso-
ever) irrespective of the genuineness, validity, regularity
or enforceablhty of this Lease or the Conditional Sale

Agreement or any other conduct of the Lessor, the Vendcr

and/or the Lessee which might otherwise constitute a legal
or-equitable discharge of a surety or guarantor, and irre-

spective of the last paragraph of Article 4 of the Condi-

tional Sale Agreement or any other circumstances which
might limit the recourse of the Vendor to the Lessor or cf
the Lessor or the Vendor to the Lessee. The Lessee hereby
waives diligence, presentment, demand for payment, notice
of dishonor and protest. No waiver by the Lessor or the
Vendor of any of their respective rights hereunder and no
action by the Lessor or the Vendor to enforce any of their
respective rights or failure to take, or delay in taking, any
such action shall affect the obligations of the Lessee here-
under or under the Conditional Sale Agreement.

It is understood and agreed between the Lessor and the
Lessee that any and all sums paid by the Lessee pursuant to
the guaranteed obligations aforementioned in this § 17 shall
be thereupon deemed to have been received and paid in re-

- duction or satisfaction, to the extent thereof, of any amount

then due or payable by the Lessee to the Lessor under thm
Lease.

Subject to the foregoing, in the event that the Lese(-e_
shall make any payments to the Vendor under the Condi-
tional Sale Agreement on account of its guaranty here-

~ under, the Lessee hereby covenants and agrees that it shall
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|

| |

} ‘receive payment and receipt for any and all such claims on

i behalf of the Lessor, and the Lessor agrees to execute and

n ~ deliver from time to time such instruments and do such

| other acts and things as may be fiecessary or appropriate

| more fully to evidence the Lessee’s authority and/or to vest
in the Lessee such proceeds to the extent of the Lessee’s
interest therein or to effect such‘subrogationl;, and in' the
event of any loss, damage or destruction in respect of which
the Lessee is entitled to proceeds or subrogation as afore-
said, the Lessor shall refrain from doing any act or execut-
ing any instrument which would prejudice the right of the
Lessee to such proceeds or to Such subrogation.

§17. Additional C ovemmts and Guaranty of the
Lessee As an inducement to the Vendor to enter mto the (
asmgnment of the Conditional Sale Agreement and as an
inducement to the. Lessor to enter into this Lease, the
Lessee unconditionally guarantees to the Vendor, and cov-
enants with the Lessor to guarantee unconditionaliy to the
Vendor, the due and punctual performance of ail obliga-
| : tions of the Lessor and the due and punctual payment of
1 any and all sums payable by the Lessor under the Condi-
tional Sale Agreement including, but not limited' to, ‘that
poriion of the Purchase Price of the Equipment (as defined
in the Conditional Sale Agreement) payable pursuant fo
subparagraph (b) of the third paragraph of Article 4
thereof (except for the obligations of the Lessor to make
payment of the sums payable by the Lessor pursuant to (i)
| subparagraph (a) of the third paragraph of Article 4 and

’ (ii) Articles 19 and 20 thereof) whnn due, whether at
stated maturity or by declaration or otherwise, and in case
-any such payments or obligations are not so made or .per-
formed, the Lessee agrees punctually to pay or perform the.
same, irrespective of any enforcement against the Lessor
of any of the rights of the Vendor under the Conditional
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not acquire any rights, by subrogation or otherwise, against
the Lessor or with respect to any of the Units by reason of
such payments, all such rlghts being hereby irrevocably
released, discharged and waived by the Lessee; provided,
however, that after the payment by the Lessee to the
Vendor under the Conditional Sale Agreement of ‘all sums
payablé by the Lessor under the Conditional Sale Agree-
ment, the Lessee shall, by subrogation, be entitled to-the
rights of the Vendor under the Conditional Sale Agreement
against the Lessor by reason of any such payment made by
it pursuant to this § 17, to the extent, but only to the extent,
that the Lessor had received “income and proceeds frora
the Equipment” (as defined in Article 4 of the Conditional
Sale Agreement) and has not applied such income and pro-
ceeds to the payment, in accordance with the Conditional
Sale Agreement, of sums payable by the Lessor to the
Vendor under the Conditional Sale Agreement. '

§ 18. Recording; Expenses. Prior to the delivery and
acceptance of any of the Units, the Lessor will, at the
\ expense of the Lessor, cause this Lease and any assignment
‘ hereof to be filed and recorded with the Interstate Com-
! merce Commission in accordance wih Section 20c of the
| Interstate Commerce Act and to be duly deposited in the
office of the Registrar General of Canada; and the Lessor
1 . - will, at the expense of the Lessor, cause the required notice
* ~ of such deposit forthwith thereafter to be published in The
! Canada Gazette in accordance with Section 86 of the Rall
| way Act of Canada (1970-RSC).
| The Lessee will, from time to time and at its expense
E do and perform any act and will execute, acknowledge and
\ deliver any and all further instruments required by law or .
| ' reasonably requested by the Lessor for the purpose:of

| proper protection, to the satisfaction of the Lessor and its -




45

counsel, of the Vendor’s and the Lessor’s respective inter-
ests hereunder in the Units, or for the purpose of carrying
out the intention of this Lease and any assignment hereof.
The Lessee will promptly furnish to the Vendor and the
Lessor evidence of such execution, acknowledgement and
delivery. :

The Lessor will pay the reasonable costs and expenses
involved in the preparation and printing of this Lease. The
Lessor and the Lessee will each, respectively, bear the fees
and disbursements of any counsel which it may respectively
retain.

§ 19. Interest on Overdue Rentals. Anything to the
contrary herein contained notwithstanding, any nonpay-
ment of rentals and other obligations due hereunder shall
result in the obligation on the part of the Lessee promptly to
pay also an amount equal to 9% per annum of the amount

: “of the overdue rentals for the perlod of txme durmg which
\ they are overdue

- § 20. Notices. -Any notice required or permisted to be
given by either party hereto to the other shall be deemed
- to have been given when deposited in the United States
certified mails, first-class postage prepaid, addressed as
follows:

if to the Lessor, 48 Wall Street, New York N. Y. 10005
attention of Deno §. Papageorge;

if to the Lessee, 131 West Lafayette Boulevard,
Detroit, Michigan 48226, attention of the Secretary;

1 ' and at P. O. Box 8100, Montreal 101, Quebe(
; Canada, attention of the Treasurer; _

~ or addressed to either party at such other address as such
‘ party shall hereafter furnish to the other party in writing.
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§21. Severabzhty, Eﬁ‘ect and Modzﬁcatwn of Leage.

‘ Any provision of this Lease which is prohlblted or. unen- ,
forceable in"any Jurlsdlctxon shall be, as to such Jurlsdlc-
tion, ineffective to the extent of such prohlbltlon or unen-
forceability without invalidating the remaining provisions = -

- hereof, and any such prohibition or unenforceability irany
Jurlsdlctlon shall ‘not invalidate or render - unerforceable' '
such provision in any other jurisdiction, v
" This Lease exclusively and completely states the rlghts’
of the Lessor and the Lessee with respect to the Units'and
supersedes all other agreements, oral or written, with re-
spect to the Units. No variation or modification of: this
Lease and no waiver ‘of any of its provisions or conditions
shall be valid unless in writing and signed by duly author-
ized officers of the partles hereto.

§ 22. Execution. Thls Lease may be executed in several

wmmmumaMsmhmmmmumtmaMrmul

constitute but one and the same instrument, The

counterpart or counterparts delivered to the Vendor

pursuant to an assignment of this Liease siall ve

marked and be the "original™ and all other courter-

parts shall be marked and be "dunlicates" thereof. -
Although this Lease is dated as of August 1, 1972,

for convenience, the actual date or dates of execution

hereof by the parties hereto is or are, respectively the

date or dates stated.in the acknowledcoements hereto annexed.

§ 23. Receipt of Documents. The Lesswe hereby
acknowledges that it has received coples of the
Conditional Sale Agreement and the assignments hereof
and thereof to the Vendor and is fully aware of all
the terms and conditions of each such agreement. ‘

§ 24. Law Governing. This Lease shall be construed

- in accordance with the laws of New York.:

IN WITNESS WHEREOF, the partles hereto, each pur-
~suant to due corporate authority, have caused tliese presents
to be signed in their respective corpoxate names by duly




47

authorized officers and their respective corporate seals to be -
hereunto affixed and duly attested, as of the date first above

w:itten. : .
THE BANK OF NEW YORK,
| - by /JZew& CYTIN
[ CORPORATE SEAL] ' fss7.  Vicd Pré}ides
' Attest: :
I ZSn % e - -

Secretary

. GRAND TRUNK WESTERN RAILROAD
CoMPANY, {

' [CorPORATE SEAL] ' - Vice YP"re.sident

Attest:

..........................

Assistant Secretary
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STATE OF NEW YORK z 8S.:
COUNTY OF NEW YORK '

‘On this 28" day of August , 1972, before me person-
ally appearedPews V- fogasesnrye | to me pers&n%_lly known, - -
who, being by me duly sworn, says that he is anVice Presi-
dent of THE- BANK OF NEW YORK, that one of
the seals affixed to the foregoing instrument is the corporate

- seal of said corporation and that said instrument was signed
and sealed on behalf of said corporation by authority of its
Board of Directors and he acknowledged that the sxecution
of the foregoing instrument was the free act and deed of
said corporation. —

' 7

AY-

[ NOTARIAL SEAL] : Notary Public :

EYMNE AL ESNTAY
NOTARY PUSLIC, Sioe of New. ¥ %

Mo, 43-2625950
Qualified in Richmond €~ =%+
Certificote Filed In New Yoo’ Ly

: PROVINCE oF QUEBEC ss. :
o Commission Expires March 3¢, 1273

~ C1ty oF MONTREAL

On this day of - » 1972, before me person-
5 _ ally appeared . , to me personally known, '
‘ who, being by me duly sworn, says that he is a Vice Presi-

dent of GRAND TRUNK WESTERN RaAILROAD COMPANY, that

| ~ one of the seals affixed to the foregoing instrument is the

e corporate seal of said corporation and that said instrument

| was signed and sealed on behalf of said corporation by

. authority of its Board of Directors and he acknowledged

| that the execution of the foregoing instrument was the free

act and deed of said corporation. ' '

---------------------------

[ NOTARIAL SEAL] - | Notary Public

My Commission is for life.
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